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THE MODERN APPEAL TO LEGAL FORCES 
IN ECONOMIC LIFE. 


Two unlike movements born of discontent are now in 
progress. Anarchism aims to cast off law ; while social- 
ism appeals to law, and proposes to place under its control 
activities that now are free. Common to both movements 
is embitterment against society; but anarchism assimi- 
lates to itself that hostility to law which naturally re- 
sults from evil doing. The antipathy of the rogue for 
the halter reinforces this movement. | It gathers to itself 
disreputable elements, and by its outbreaks nerves so- 
ciety to resistance. It is self-terminating. 

Socialism appeals to better classes and has far more 
strength. Attack the state and you excite feelings of 
loyalty even among the disaffected classes; but attack 
the industrial system and appeal to the state, and you 
may have loyalty in your favor. 

Socialism, moreover, has a theoretical backing that is 
stronger than any intellectual force lying back of an- 
archism. It claims to be able to prove that society is 
inherently dishonest. It is the nature of it, as is 
claimed, to defraud laborers of a part of their product. 
It does this by the regular working of its laws, and 
nothing could be worse than to so perfect the system as 
to make these laws operate without hindrance. If this 
theoretical point were completely established it is diff- 
cult to see how any good man could remain outside of 
the socialistic ranks. We shall never tolerate a syste- 
matic defrauding of laborers. 

Socialism has the advantage of making small begin- 
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nings. There are two ways in which a socialistic plan 
of industrial life might come, by successive steps, to 
completion. The state might assume one industry after 
another, till none should be left in private hands. The 
new system would thus spread by local accretion. On 
the other hand the state might, at first, interfere with 
all industries in a slight degree, and gradually increase 
the measure of its control. Socialism would thus begin 
everywhere at once, and would grow from weakness to 
strength. It would be by intensive progress, rather than 
by extensive, that it would come, in the end, to fully 
possess the field. It is the beginnings of this movement 
that need to be carefully distinguished. 

The first issue to be settled is whether socialism has a 
right to exist. Are its allegations concerning the present 
system true? Is industry proceeding on a principle of 
fraud? I wish to test the power of recent economic 
theory to give an exact answer to this question. 

In order to solve this very general problem, and thus 
to decide whether or not our industrial system deserves 
to be retained at all, we have first to see how competition 
adjusts wages, and, secondly, to ascertain whether com- 
petition as a force is still active. If we discover that 
the force is generally active, but is not unobstructed, we 
need to see whether civil law can remove the obstruc- 
tions. In doing this we shall answer the second of the 
two general questions above stated, and determine what 
type of legal action will perfect the industrial system. If 
the natural law of wages is an honest and beneficent 
law, and if it works fairly well and can be made to work 
better, then we know, at least, at what we should aim in 
all civil law making. It will remain only to frame the 
statutes that will accomplish the purpose in view. Very 
decisive will it be of the trend of legislation, and of 
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public thought, if we shall find that there are working 
in society forces that, where they have their way, give to 
a workman what he creates, and also enable him, as 
time advances, to create more and more. Honesty and 
progressive productivity are traits that will do more 
than to save a system that possesses them. They 
will convert embitterment into an enthusiasm of 
loyalty. They will settle for reasonable men the ques- 
tion how to treat the existing social order. It is some- 
thing to be kept and perfected. The study that assures 
us of this, incidentally shows how the work is to be done. 
It reveals a line of public policy that is safe and efficient, 
and that offers an outlet for the reformatory energy that, 
with a zeal that is not according to knowledge, is now 
trying to undermine society. 

I shall try to show that society is organized on a plan 
that is essentially sound, and that law may facilitate its 
development. This special work, which the law has to 
do, falls within its time-honored function of protecting 
person and property. Yet, in a sense, it is a new work ; 
for it demands specific things that have never been 
done. There is not one of them that is not in harmony 
with the spirit of all accepted law. Yet they all deal 
with industrial interests, and a very slight change would 
give them a socialistic trend. The line of cleavage that 
separates the policy that is germane to the universally ac- 
cepted purpose of the state from that which is contrary 
to it, is a delicate line; but it is clearly traceable. We 
shall follow it in connection with two critical issues 
that are now pending. 

We are looking deeply for the trait that puts the social- 
istic brand on a measure; and we are using terms 
strictly. There are proposed laws that look innocent ; 
but they reveal a distrust of the natural or competitive 
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method of adjusting shares in distribution, and they 
would introduce, at some point, an arbitrary principle of 
division. Such measures seem to me to contain the 
quintessence of socialism. It would take only a short 
series of them to make radical changes in economic life. 

On the other hand there are measures that look more 
radical. Some states own railroads and are yet free from 
the danger of running into that genuine socialism that 
aims to change the law of wages. Such direct exten- 
sions of governmental industry will find their limit; 
and it will be far short of the point at which the general 
law of wages would be affected. There is a pseudo-so- 
cialism that is, in appearance, startling, and there is a gen- 
uine socialism that looks harmless. The test of gen- 
uineness is in the motive and the end of the movement. 
Is it caused by a distrust of the natural law of distribu- 
tion ? Does it aim to change that law? If so it is truly 
socialistic. 

There are opportunities for fraud in the distribution of 
wealth, and it is time that the important ones were 
closed. A more perfect legal mechanism would enable 
us todoit. The fraud to be dealt with is not the re- 
sult of competition. The tendency of competitive forces 
themselves is to repress it. The natural working of 
economic law is in perfect harmony with the purpose of 
civil law. Both tend to make the wealth getting process 
honest. The natural effect of both is to give to a pro- 
ducer what he creates. In order that this result may be 
realized civil law needs to be subtle and pervasive. It 
must extend its control into regions not now reached. 

If a man were living in isolation his income would be 
literally his product. Make him the monarch and 
owner of an island, and the fruits that he raises and the 
clothing that he makes constitute, in themselves, his in- 

















485] The Modern Appeal to Legal Forces. 13 


come. This ceases to be true when trading begins. A 
modern producer does not wish to keep the identical 
things that he makes; but he does want to keep the 
value that he brings into existence. 

How, in modern life, is it possible to tell whether he 
Goes so or not? A laborer no longer makes whole ar- 
ticles. He receives raw materials, puts his touch on 
them, and passes them to another worker in the series. 
When the articles are quite finished they are carried out 
of sight by currents of commercial exchange. These 
currents are untraceable. No man in a modern work- 
shop knows whither the finished products will go, nor 
whence will come the articles received in exchange for 
them. It is difficult to measure the true value of the 
things that go and the value of the things that come, 
and to find how they are related to each other. It looks 
as though the connection between the two sets of ar- 
ticles were lost, and as though commercial forces, that 
the workman can neither influence nor comprehend, had 
him at their mercy. It is much as though he were 
throwing pebbles into the sea, and accepting for use 
whatever the waves might cast at his feet. 

Indeed, the case is even more perplexing; for even 
the little touch that a worker puts on things, as they pass 
through his hands, he does not, of himself alone, impart. 
He has capital to aid him. If he be pegging shoes, he 
does not personally drive a single peg; nor does he by 
right of production own the wealth literally embodied 
in a single one. He owns a certain undivided share in 
the wealth represented by an endless series of driven 
pegs. If he is to measure the product that is naturally 
his, he must first ascertain how much he personally con- 
tributes to this endless series. 

This problem can be solved. It is possible to identify 
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the fractional contribution that labor alone makes to 
commodities. 

Let a factory employ a thousand men, and a million 
dollars’ worth of capital. A hundred men might be 
added to the working force with no change in the total 
amount of capital there used. The capital would undergo 
some changes of form. Tools would be reduced in cost- 
liness; but they would be so increased in number that 
eleven hundred men could use them advantageously. 

The men thus added to the original force represent a 
definite increase in the output of the mill. With a 
thousand workers it produced 2,000 yards of cloth per 
day ; now it makes 2,000 + : the making of # yards per 
day is solely due to the presence of the gang of a hun- 
dred men, which we may term the final unit of labor. 
The value of # yards of cloth, less the cost of materials, 
is the normal daily wage of a hundred men. We 
assume that competition exists. There are many mills 
of this kind, and a man who betakes himself from one 
to another seeking employment virtually carries in his 
hand a hundredth part of the value that the making of x 
yards of cloth will create. It is this that he can create 
each day, and can make over to the master who may 
employ him. If one employer will not pay him about 
this amount another probably will. If familiar laws of 
economics are not obstructed in their action, the one 
hundredth part of yards of cloth is daily sold for the 
benefit of every worker, and the price of it, less the 
cost of materials, is made over to him as a wage. More 
than this specific product an employer cannot give to 
him. Paying more would entail a loss. As much as 
this the employer must give under a perfect action of 
competitive law. 

While this mode of statement may seem to give to 
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the principle of the final productivity of labor a theo- 
retical color, there is no danger that business men will 
deny the validity of the principle itself. Ability to pay 
wages depends on the making of goods. A man will be 
discharged if his presence in the mill is not worth what 
is paid to him ; and this means that his presence secures 
to the employer a definite quantity of goods; and that 
their value is his natural wage. 

It is essential to the validity of this test of the pro- 
ductivity of labor that it be applied on a distinctly social 
scale. We have called the value created by making x 
yards of cloth the natural daily wage of a hundred men. 
It would not be so unless, in every other industry in 
the system, the final productivity of labor were being 
tested, and its pay were gauged by the result. Moreover 
in a society in which competition may be supposed to 
have done its full work, the tests all show the same rate 
of productivity. For this reason the market tends to- 
ward a uniformity of pay. We may disregard the dif- 
ferences in working capacity that exist between men by 
assuming that in each gang of a hundred laborers all 
grades of efficiency are represented. We may throw 
other familiar variations out of account. It will then 
be true that the product of the final unit of labor in one 
industry will equal, in value, the product of the final unit 
in every other. In woolen manufacturing the output 
attributable to a single gang of a hundred men is x 
yards of cloth; in a shoe-shop it is pairs of shoes; in 
a smelting furnace it is z hundred-weight of steel. If 
so, then these amounts of different commodities less the 
cost of their several materials represent equal values. If 
men can produce more and get more in industry number 
one than they can in number two, they will migrate from 
the latter industry to the former, until the inequality 
disappears. 
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Here again, the verdict of the practical world may be 
safely appealed to. The business man knows that, in 
the long run, the wages that he must pay are about 
equal to those that others pay ; and these, as we know, 
are governed by what men are worth in other employ- 
ments. The goods that labor can create, in any one of 
twenty different employments, furnish the standard of 
productivity to which the pay in any one of the twenty 
conforms. 

Wages, then, depend on the value that the final unit 
of labor can create zz the general system of affiliated 
industries. If one industry were a complete monopoly 
it could not force wages below the rate fixed by the 
final productivity of labor in other industries. If one 
corporation owned every woolen mill in the world, while 
other industries were in the hands of separate and com- 
peting owners, the rate of pay in the monopolized in- 
dustry would conform to the final productivity of labor 
in the others. This inter-groupal equalization of earn- 
ings is the thing that it is of most importance to pre- 
serve. 

A real monopoly, however, can influence the general 
rate of wages. While its own rate of pay must conform 
to the figure that is set in the general market, the action 
of the monopoly somewhat depresses that standard fig- 
ure. It mislocates labor, and forces an undue proportion 
of it into industries that are open to competition. What 
it wants is a high price for its own special product, and 
it can get this only by reducing the amount created. 
This means fewer men in its own shops, more men in 
other shops, and a reduced product per man in these 
other establishments. 

Moreover, the monopoly can import into its own 
special field the low rate of wages that it has helped to 
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create elsewhere. Having deprived men in other indus- 
tries of a part of their productive power, it can refuse to 
give men in its own shops more than these other men 
produce. Not merely on consumers, but also on pro- 
ducers, and, in particular, on laborers are the extortions 
of a true monopoly practised. 
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If A £ equals the number of laborers in an industry, 
F / the number in a second, and A O the number in a 
third, it follows from what has been said that the final 
unit of labor is equally productive in all three. The 
product of these final units is measured by the lines D £, 
J Tf, and ON, which are equal. The line B NV gauges, 
by its distance from A O, the general rate of wages. If 
the first industry becomes a true monopoly it will dis- 
charge some of its men, and they will be forced into 
other employments. If we disregard, for the moment, 
the question how much capital will actually go with the 
labor into other employments, we may make the suppo- 
sition that enough of it migrates with the labor to en- 
able the final man in each of the new employments to 
which he goes to create as many goods as did the final 
man before the transfer was made. The price of these 
goods, however, will be lower than before. The pro- 
duct of the final labor, in value, becomes /’ 7’ instead of 
J f, and O’ N’ instead of O NW. This sets a new stand- 


ard of wages, as indicated by the line B’ V’. Although 
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in the first industry the amount of labor has become 
A E"' instead of A £, and although the product of the 
final unit of itis £’ D’ instead of E D, the wages paid 
in this industry are only £D’’. They conform to the 
final productivity of labor in other employments. The 
area B’ B”’ D’ E”’ represents a value created by labor in 
the monopolized employment, but kept by the employer 
as a profit due to the monopoly. 

One question is then answered. The market tends to 
pay as a wage what an individual laborer is worth. 
But the case last studied suggests the question how ac- 
curately the law operates in practice. May it not be an 
honest law, but be so vitiated in its working as to give 
a dishonest result ? 

It looks as though the world were full of monopolies, 
and as though final productivity of labor must be ab- 
normally low. Moreover the method of adjusting wages 
by means of strikes, or tests of endurance between 
employers and employed, raises the question whether the 
resulting rate stands in any connection with the final 
productivity of social labor. In showing a theoretical 
connection between them, have we not drawn a picture 
of a vanishing condition? We will test these disturb- 
ing influences in reverse order. It is safe to say that 
actual wages are now as truly controlled by the pro- 
ductivity of labor as they ever were. 

The old way of adjusting wages was full of deviations 
from ideal standards. Let men make their way 
separately from employer to employer, refusing the offer 
of one and accepting that of another, and very many of 
them will fail to get what the theoretical principle would 
give them. The modern plan masses these innumerable 
variations, and makes the total deviation from the 
standard set by law a visible and more or less measurable 
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amount. It should make it smaller than the aggregate 
of the deviations under the old plan. 

The former mode of action involved countless in- 
dividualistic strikes. If it gave a man any benefit from 
competition it forced him to refuse work again and 
again. If he were always to take the rate of pay first 
offered, his wages would tend only downward. The 
wastes involved in the unconcerted and continuous 
striking that actually went on were great, and were of a 
kind that could not be measured. The present plan 
organizes these numberless individual refusals to work 
into the concerted withholding of labor that is 
accurately termed a strike. The waste is easily smaller 
than was the total of the wastes under the old plan. 
Moreover the massed idleness represented by a strike is 
something that can be measured and, in a practical way, 
dealt with. 

The old system tolerated large differences of earnings 
in different employments. It was inefficient in the di- 
rection of inter-groupal or social competition. The 
strike involves a direct appeal to the natural and general 
standard of wages, the final productivity of distinctly 
social labor. It challenges a comparison between what 
the men demand, and what men in other industries are 
creating and getting. If it be persisted in, it causes an 
effort to fill the vacated places with men who must often 


be taken from other parts of the industrial field. * 

* The question arises whether labor needed to fill places vacated by 
a strike may not come from a reserve force of unemployed workmen. 
If this is the case can it not be had for less than the final unit of labor 
in actual employment is producing? The full discussion of this 
possibility would take us far; but some things are clear. Chronically 
idle men are not available. Theyare of inferior quality, and cannot, 
by their presence, force good workers to accept a rate of pay that con- 
forms to the productive power of inferior ones. If the reserve force 
of the unemployed consists in men who are, as it were, in transit 
from one employment to another, they at least have employments in 
sight, and cannot be permanently retained in any industry for less 
than, in the general field, they are capable of producing. 
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If it were possible to disregard economic friction, and 
to assume that labor is perfectly mobile and competition 
efficient, we could formulate an exact rule for determin- 
ing what strikes would have a prospect of success. 
Those that should claim more than the final product of 
social labor would fail, while those that should claim 
less would succeed. ‘Fhe comparison between the local 
rate of pay and the social rate of productivity, would 
be decisive. 

Admit now that friction exists, and that labor is not 
perfectly mobile, and the rule just stated becomes less 
exact in its practical working; but with deviations it is 
still the rule. The strike that claims much more than 
the product of marginal labor will usually fail, and the 
one that demands much less will succeed. There may 
be different views as to the significance of the word 
much in this formula. As to how far above the stand- 
ard of general earnings the claim of a strike may go, 
with transient success, may be a doubtful point. 

There is no uncertainty as to the standard about which 
wages, as adjusted by strikes, must fluctuate. Every- 
where they are fixed, not merely by local conditions, but 
by a reference to a social standard of productivity of 
labor. Inter-groupal competition is, under present con- 
ditions, a particularly efficient force. 

It is, of course, the strike that does not occur, but that 
might occur, that is of most value to-laborers. The pay 
that could be secured by a strike is often conceded with- 
out one; and that, again, is the amount that marginal 
labor is worth in the general field. Natural law works 
through labor unions. We shall see that, by means of 
them, it is capable of giving more accurate results than 
were formerly possible. 

Not so clear, at first glance, is the case of entrepren- 
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eurs’ unions termed trusts or monopolies. Yet it is al- 
ready evident that competitive law works in spite of 
them. It is my belief that it may be made to work 
through them. That competition that is general in its 
scope may make use of trusts, as it does of laborers’ 
unions. 

A trust unites entrepreneurs in one industry; and it 
challenges a comparison between the gross profits that 
it secures for its members, and the earnings of labor and 
capital in other industries. Not far above the standard 
set by the social productivity of labor and capital can 
the gains of most trusts be permanently carried. 

It is a familiar fact that a wholesome fear of outside 
competition holds trusts in check. It sets a limit on 
their action in curtailing production and raising prices. 
Up toa limit this policy may be pursued ; if it is carried 
farther new competitors appear and special profits are 
in danger of vanishing. The limit is not as narrow as 
it might be. Ido not claim for this action, as it now 
goes on, an ideal degree of efficiency. What I do claim 
is that this type of competition already reveals its nature 
and its ultimate power to hold seeming monopolies in 
check. 

We noted, as the worst abuse connected with a 
genuine monopoly, a mislocating of labor, and a reduc- 
tion of the social standard of its earnings. If a trust 
cannot greatly raise prices it cannot greatly mislocate 
labor. The prices of its goods rise only as the produc- 
tion of them is curtailed, and only thus are laborers 
crowded into other industries, with an attendant reduc- 
tion of their producing power as a result. Whatever 
protects the public from extortionate prices protects 
laborers from a lowering of the standard to which their 


pay conforms. The trust is primarily a strike of 
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entrepreneurs against consumers. If successful it in- 
cidentally operates against laborers. If it is not suc- 
cessful it does not do so. The protector of the laborer 
in every instance is the competing entrepreneur, whose 
action tends to make prices normal. It is he who sus- 
tains the productive power of labor in the social field. 
Normal prices of goods mean normally located labor ; 
and this means labor at its maximum of productive 
power and pay. A social or inter-groupal competition is 
here efficient. 

We have undertaken to find the thin end of the social- 
istic wedge. Two types of action are open to the state 
in connection with the combinations of laborers, on the 
one hand, and those of entrepreneurs, on the other. 
One policy introduces an arbitrary element into the ad- 
justment of wages and prices; the other relies on social 
or inter-groupal competition, and secures for it a clear 
field for action. 

Strikes now rely, in part, on an unnatural influence. 
They terrorize non-union men. This often makes the 
adjustment of wages a prolonged tragedy, and is so ob- 
viously intolerable that not a word should here be wasted 
in demonstrating what, in this connection, is the duty of 
the state. That would scarcely be a government at all 
that should refuse to exert its power in protecting men 
in their right to work. 

The reason for a certain tardiness in enforcing this 
right is a latent feeling among the people that such ac- 
tion needs to be, in a way, offset by action of an oppo- 
site kind. It is clear that completely protecting non- 
union men takes one strategic resource out of the hands 
of the trade union. Ought we not to avoid the neces- 
sity for doing this? Would not courts of arbitration, 
with coercive power, enable us to shun the delicate issue, 
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by removing the need of any terrorizing policy? It is 
clear that arbitration needs to be compulsory in order to 
fully accomplish this purpose. If the adjustment made 
by a court can be accepted or not, it will be refused 
whenever the men can gain more by continuing the 
strike, with whatever of violence that involves. 

Shall we rely on enforced arbitration as a substitute 
for a vigorous policy of preserving the peace? The 
more obvious of the objections to the fixing of wages by 
a decree of a court is the infringement of personal rights 
that it involves. If such a decision is to be worth any- 
thing it must not only say to an employer, “ So much 
you must pay 7 you run your mill” ; but, “ So much 
you must pay and actually run the mill.” 'To the men 
it must also say, “ So much you must take and actually 
work.” 

By reason of this objection on the legal side, the con- 
clusive objection on the economic side is in danger of 
falling out of sight. ‘The decree of a coercive tribunal 
would not need to conform to the true standard of wages, 
the final productivity of social labor. It would intro- 
duce into distribution a genuinely arbitrary element, 
with a very large ultimate power to pervert the natural 
system. 

On the other hand a court with no power but that of 
public opinion behind it would learn to make its deci- 
sions conform to the natural standard of wages. It would 
aim to announce about that rate of wages which a strike, 
if it were pushed to the bitter end, would probably es- 
tablish. It would, in one way or another, ascertain the 
standard to which wages tend to conform, respect that 
standard in its decisions, and by so doing avoid much of 
the waste and embitterment of strikes. Between coer- 
cive and non-coercive arbitration runs the dividing line of 
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which we have spoken. The one perverts natural law, 
and the other strengthens it. 

If we see to it that wages conform to the final pro- 
ductivity of social labor, we should see to it that trusts 
do not lower that standard. Here lies a part of that 
compensating action, favorable to labor, which the 
public is rightly but vaguely demanding. We shall ac- 
complish the work if we can secure natural prices of 
goods. We have seen how inseparably bound are the 
action of a monopoly on price, and its action on the 
standard wage. If we restrain perversions of the one, 
we restrain perversions of the other. 

How shall we do it? Shall we regulate prices by 
law? If we do this by setting direct figures at or below 
which things must be sold, we run upon trouble. If the 
figures enjoin merely maximum prices, they must, for 
certain reasons, be too high to do much good. The play 
that would go on below them would allow prices to rise 
above their natural limits more than, in most cases, they 
now do. If we decree at just what prices the goods 
must actually be sold, we introduce an influence that 
could not be tolerated over night. 

Suppose we accompany the protection extended to the 
non-union laborer by an equally efficient protection ex- 
tended to the non-union employer. The outside com- 
petitor of the trust is here the man to be considered. 
We have called him the natural protector of the work- 
man ; for it is he who prevents the mislocating of labor 
and the lowering of the standard of its pay. If we can 
tie in one bundle the measures that protect free and 
competing labor, and those that protect free and com- 
peting wealth, we shall make the industrial system 
natural and honest throughout. 

A certain térrorism is now practiced on the workman’s 
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ally, the non-union employer. It causes an extended 
and continuous business tragedy, which, on its different 
plane, is parallel to that created by the terrorizing of 
non-union workmen. The competitors of a trust are 
driven to the wall by a cut-throat method of competition. 
Can this be prevented? Not easily; but here is a case 
where the difficulty of doing a thing is overborne by the 
necessity for doing it. The two together call for that 
type of statesmanship which is able to meet modern 
state exigencies. If it required an ability to do what is 
now impossible, this would not imply that the thing 
that is needed will not be done ; for in statesmanship, as 
in other spheres of life, power grows with the demands 
that are made upon it. The thing that is impossible to- 
day may be done to-morrow, and that not only because 
leaders will have more of personal insight, but because 
the people have a reserve of power that enables them to 
accomplish what is needed. The necessity for securing 
a definite result sets in movement the popular force that 
is able to secure it. 

We have, therefore, advanced far on the way to the 
condition in which we may be secured against the evils 
of a half evolved system of trusts if we know what 
measure, difficult though it may be, would protect us 
from these injuries. Let us see what ought to be done. 
Let us be sure what will happen if we do it, and what 
will follow if we do not. 

The power of a trust for evil depends on some form 
of personal discrimination in commercial dealing. It 
depends on a power, lodged in some corporation, to treat 
customers unequally. If no corporation were able to 
give A better terms than it gives to B the trust would 
be deprived of the weapon that is really dangerous. 


One form of such unequal dealing has already been 
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attacked by the law. This consists in the special rates 
of freight still covertly made by railroads to favored 
shippers. If a trust can get its goods carried more 
cheaply than can its rivals, it can drive these rivals from 
the field, even if it does not itself make special rates to 
different purchasers of its own goods. The peculiar 
power of the trust, however, consists in this ability to 
make discriminating prices to its own customers ; and 
this power resides entirely in its own hands. It can sell 
its products in one place more cheaply than it sells them 
elsewhere. Where a competitor has secured a local 
trade, it can ruin him by flooding his market with goods 
sold below the cost of producing them. In the interim 
the trust can maintain itself from the returns that come 
from other localities. If the low prices had to be uni- 
versal, the powerful corporation would ruin itself as 
rapidly as it would its rival. 

Low prices on one grade of goods produced by a rival 
whom it is desirable to crush act ina similar way. Dis- 
crimination, unequal commercial dealing, is the general 
name for the whole process. The aim of it is the sup- 
pression of normal competition. It is contrary to the 
spirit of civil law, and to the natural working of eco- 
nomic law. Whatever civil action removes it harmonizes 
with industrial evolution, and tends to give us natural 
wages by securing natural prices. 

I am, fortunately, not now undertaking to frame the 
statute that will accomplish the end in view. I am in- 
dicating the difference between two diverging lines of 
general policy. Yet the‘difference between the two 
policies may be made somewhat clearer if we have a 
possible statute in mind. Let us suppose that, in com- 
mercial dealing, a principle were actually enforced that 
should be akin, in its nature, to that which, in diplo- 




















499] The Modern Appeal to Legal Forces. 27 


macy, is expressed by the “ most favored nation ” clause. 
Let there be given to every purchaser of goods of a 
given kind a legal right to obtain them at the price at 
which they are sold to the most favored purchaser in 
other localities. Freight charges should, of course, be 
considered ; but if the goods are shipped from New 
York, their price, as delivered on board cars in that city 
should be uniform to all customers purchasing a given 
quantity. If, then, it were to become known that in 
Illinois customers were getting a low rate, by reason of 
a war there waging against an independent rival, this 
fact would in itself release all purchasers in eastern 
states from the necessity of paying a larger amount. 
Bills rendered for larger amounts would not be legally 
collectable. The cut-throat price made for the purpose 
of crushing a rival, would react too seriously on the gen- 
eral receipts of the trust to be long persisted in. e 
We need here to insist again that the practical diffi- 
culties in the way of this particular legal action do not 
figure in the present argument. The supposed statute is 
illustrative only. What we may be sure of is that the 
direct fixing of prices by law is a measure that lies on 
one side of that line of cleavage to which we early called 
attention, which divides socialistic from anti-socialistic 
action; and that any measure that will enable competi- 
tion to do this work lies on the other side. One general 
mode of dealing with both trades unions and trusts in- 
troduces an arbitrary element into the distribution of 
wealth, while the other method ensures a natural distri- 
bution and a generally free development of the indus- 
trial system. If we were to study many detailed issues, 
we should find the same choice between two policies pre- 
senting itself. 
As between a public policy that relies on natural 
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forces, and one that trenches on the sphere of those 
forces, Iam not merely advocating the former for volun- 
tary adoption. Not for a moment will I admit that there 
is real uncertainty as to which policy will be pursued. 
It is not a matter to be decided by debate. If the whole 
world were blind to the deep-acting principles in the 
case, and were in its purpose committed to a policy of 
trenching on economic forces, it would, in the end, be 
forced into the opposite line of conduct. Society guides 
itself by tentacles, and not mainly by eyes. It tries 
measures, and continues or discontinues them. according 
to their results. There is an all-sufficient reason why an 
economist is not, in his proper capacity, an advocate ; he 
does not need to be so. If he can see how certain 
measures must work, as they may be tried, he can often 
predict what measures will, of necessity, be adopted and 


retained. 
There is socialism “in the air,” but in a true sense 
there is none on the earth. There is none that has nat- 


ural law to guarantee it. As surely as a measure has 
this one socialistic mark, an adjustment of earnings with- 
out an appeal to the principle of social productivity, it 
will be abandoned. It is by fate and not by choice that 
this one fact, the persistence of natural law, is ensured. 
Very binding is the decree that tells by what general 
line of action society must live. 

This decree of fate does not press on the individual. 
On the contrary it guarantees the free action of the in- 
dividual. The entrepreneur, the private initiator of in- 
dustry, is the man for whose action it secures an unhin- 
dered field. The paradox in the case is that the natural 
system, which society as a whole is sure to retain, is one 
that secures ‘free rather than constrained individual ac- 
tion. This is the meaning of true competition. When 
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we say that the persistence of competition is ensured by 
fate, we mean that individual freedom is so guaranteed. 
The one thing to which fate binds us is liberty. 

Inspiring enough is the outlook presented under a 
policy that shall liberate natural economic force. Dull 
would be the man who should merely tolerate this plan 
of social industry. Weak would be the position of him 
who should take an apologetic tone in defending it, or 
present its claims in a merely negative way, by exposing 
the evils and perils of the socialistic plan. We do not 
defend the perversions of the natural economic system ; 
but because they are perversions merely, we shall re- 
move them and keep the system. 

Positive are the claims of that form of society that 
evolution has secured; yet it is by its possibilities of 
progress that it is mainly to be judged. Before all else 
is this system a dynamic one. Competition is a guaranty 
of a movement that will satisfy the demands of a 
healthy optimism. Well grounded,—of the earth and 
not of the air,—are the anticipations of gain based on 
this rivalry in social service, the intense effort to excel 
in power to create and to give, as well as to get. What 
productive energies will this process unchain! What 
diffusion of motive power from cheap sources will elec- 
tricity secure! What deft machinery will it everywhere 
move ; and what forms of utility and beauty will it call 
out of non-existence at the touch of a button! The 
crowning gain of all is the irrepressible democracy of it. 
By processes that others control, and by wealth that 
others own, the laborer will get, in the end, the most val- 
uable personal gains. Mastership and plutocracy, in a 
good sense, yield by natural law a democratic result ; for 
it is by the wealth that these ensure that the productive 
power of labor must rise. Wealth cannot be capital 
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without making fruitful, not industry merely, but labor 
itself, as a separate agent in industry. Directly intothe 
hands of the man who works must the progress of the 
future play. 

Are there conditions attached to these gains? Is an 
if to be appended to every one of these predictions? 
Do they state what is within reach provided that we 
show economic insight and statesmanship? The general 
prevalence of a natural economic system does not seem 
to me to be thus conditioned ; but the time and the man- 
ner of its fruition may be so. The fruits may come 
sooner or later, according as we make obstacles or render 
aid. They may come through the codperation of legal 
and economic forces, or by the slow coercion of the legal 
forces by the economic. On the one hand we may have 
the sum of two influences to promote the movement ; 
or, on the other hand, we may have only the difference 
between the two, and be sure of the ultimate result only 
because civil law must yield to economic force. Again, 
the movement may be attended by the embitterment of 
one class against another, and of men from both classes 
against the social system itself. The ultimate fruit of 


it is prosperity; the present result may or may not be 
harmony. This is saying that what the natural eco- 
nomic laws shall ultimately give to the world is scarcely 
a matter of uncertainty ; but how much they may be al- 
lowed to bring to the men now on the earth depends on 


themselves. 
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THE CHICAGO STRIKE. 


The great strike which occurred at Chicago in June 
and July last, and which was in reality a combination 
of strike and boycott, was an epochal event in the labor 
movement and the industrial development of the 
country. This was not so much so because in its in- 
fluence it was constructive of new principles or systems 
or destructive of those existing, but because it empha- 
sized certain principles which are now recognized as 
essential in the government, management, and opera- 
tion of railroads. It was epochal because of its vast 
proportions and of the powerful influences and elements 
contributing to it. Beginning with a private strike at 
the works of Pullman’s Palace Car Company, it ended 
with a practical insurrection of the labor employed on 
the railroads radiating from Chicago and some of the 
affiliated lines, paralyzing internal commerce, putting 
the public to great inconvenience, delaying the mails, 
and in general demoralizing business. Its influences 
were felt everywhere, even in localities not in immediate 
touch with the difficulties. The contest was not limited 
to the parties with whom it originated, for soon there 
were brought into it on the basis of sympathetic attack 
and sympathetic defence two other factors or forces. 
The immediate antagonist of the Pullman Company, in 
the expanded controversy, was the American Railway 
Union, an association of railway employés which had 
achieved a partial success in its recent contest with the 
Great Northern Railway, and which espoused the cause 
of the Pullman employés on the ground that they were 
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members of the national society. The union numbered, 
as alleged, about one hundred and fifty thousand mem- 
bers; it expected by boycotting Pullman cars to force 
the company to accede to the demands of its employés. 
The other powerful force involved in the strike, and 
which naturally was an ally of the Pullman Company— 
not through its self-interest, perhaps, but through the 
necessity of protecting the traffic of its lines—was the 
General Managers’ Association, a body of railroad men 
representing all the roads radiating from Chicago and a 
combined capital of more than two billion dollars, and 
employing more than one-fourth of all the railroad em- 
ployés in the United States. These forces, enlisted in a 
gigantic strife for supremacy, alone constitute the 





Chicago strike an epoch-making event. 

It was so for other reasons—for reasons other than the 
effect it had upon the interests involved or the vastness of 
its material proportions ; for as time goes on its influence 
is being felt in several directions, emphasizing and illumi- 
nating the contentions of the parties upon either side of 
the contest and drawing attention to some principles inti- 
mately connected with the supremacy of the federal 
government. It demonstrated to the satisfaction of the 
public at large the right and the power of the federal 
government, while not interfering in the operation or 
control of strikes themselves, to send its troops into a 
state for the purpose of protecting federal interests, 
whether that protection was or was not asked by the 
state government. In this respect it has established a 
precedent under the federal laws which must be recog- 
nized by both capital and labor. It has emphasized the 
power of the federal government to protect its great in- 
terests in the transportation of the mails. 

It is further epochal in its nature and influences be- 
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cause it has shown the power of the courts in the ex- 
pansion of the privilege of injunction, which is a twin 
power to that of mandamus; it has shown that the civil 
courts assert the right to define what is crime under certain 
circumstances, to execute their own views by legal pro- 
cesses, to interpret their own acts, and to impose sentence. 
It is epoch-making, again, because it has crystallized pub- 
lic sentiment upon a question which has often been 
argued, that relating to the quasi-public character of rail- 
road employés. The country now thoroughly recognizes 
the absolute necessity of considering railroads as repre- 
senting not only their own interests but the interests of 
the public ; and that, as they obtain their charters by pub- 
lic consent and are thus and by the nature of their business 
quasi-public corporations, their employés are to a degree 
quasi-public servants and must have a status under the 
law independent of their status as employés of indi- 
vidual corporations. It has stimulated anew the inquiry 
which was first made some years ago, during the 
troubles on the New York Central Railroad and on the 
Southwest System, as to how railroad employés can be 
brought within the influence of statutory provision to 
such an extent as to be held accountable to the public 
as well as to their employers. Stability of transporta- 
tion, stability of business in securing constant delivery of 
supplies, security in preserving life through such sup- 
plies, all demand an answer to the question, and demand 
emphatically such legislation as will place the railroads 
and their employés on a basis where they shall recog- 
nize their allegiance to the public. I believe the 
Chicago strike, in developing legislation which shall ac- 
complish this great purpose, will be worth all it has cost, 
even admitting the accuracy of the estimates of public 
journals, chiefly Bradstreet’s, that it involved a loss of 
about eighty million dollars. 
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The chief reason, however, to my own mind why the 
Chicago strike is an epoch-making event lies in the fact 
that it constitutes a subordinate element in a revolution 
which is quietly taking place in this country ; it accords 
with that phase of a revolution depicted in a recent 
editorial’ in Harper's Weekly, wherein it was declared 
that “the most momentous stage in every revolution is 
that which takes place silently in the popular mind.” 
The strike was a subordinate phase of this kind of revo- 
lution, because there preceded it a revolutionary measure 
far more significant than that growing out of the Chicago 
strike, and which is being supplemented by one still 
more significant. 

It is not necessary, in this presenct, for me to say that 
I approach this part of my subject from a standpoint 
entirely opposed to state socialism as a system. I have 
no faith in it, no adherence to it, and no fondness for it, 
for I believe that as a system state socialism means the 
destruction of industry and the retrogression of society. 
Nor need I assert that I approach it from a point of view 
antagonistic to what is known as compulsory arbitration. 
I have no faith in compulsory arbitration as a system for 
the settlement of labor troubles. I approach it, further, 
from the point of view that neither federal nor state 


governments can or ought to be allowed, as a rule, to 


regulate rates of wages or prices of commodities. Not- 
withstanding these professions, I am not afraid of state 
or any other form of socialism, but am ready to re- 
examine these propositions to which I am opposed and, 
if expedient, to apply some of the features involved in 
each of them. Let us, therefore, consider in what 
respect the Chicago strike becomes a subordinate ele- 
ment in a revolution which is now going on. 

'**Revolutionary Statesmanship,’’ Harper's Weekly, November 
24, 1894. 
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In 1887 the Congress at the demand of the shippers 
of the country, and in their interest, as it was supposed, 
made the declaration that all charges made for any ser- 
vice rendered or to be rendered in the transportation of 
passengers or property on interstate railroads, or in con- 
nection therewith, or for the receiving, delivering, stor- 
age or handling of such property, should be reasonable 
and just, and every unjust and unreasonable charge for 
such service was prohibited and declared to be unlawful. 
This declaration was made in the “act to regulate com- 
merce,” approved February 4, 1887. The act not only 
made the declaration which I have recited but gave 
power to the interstate commerce commission, created 
by it, to carry out its principles. It established the 
machinery for the regulation of freight rates over all the 
interstate railroads of the United States, and as a logical 
result over all railroads. This declaration has become 
to all intents and purposes a part of the constitution of 
the United States, because it has been sustained by the 
courts; for whenever an act is declared constitutional it 
becomes practically an active principle of the written 
constitution cf the country. In a certain sense it modi- 
fies, enlarges or explains the constitution, through inter- 
pretation, because of the necessity for such modification 


and enlargement. The legislative declaration was made 
under the clauses of the constitution providing for the 
general welfare and for the regulation of commerce be- 
tween the states. The Congress of the United States, 
acceding to the demands of the shippers of the country, 
recognized that existing conditions were in conflict with 


a moral sentiment comprehending the justness and the 
equity involved in the transportation of commodities 
essential to the welfare of the people, and so declared 
that justness and equity should govern rates. This 
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declaration was emphatically state-socialistic in its char- 
acter, it meant emphatically compulsory arbitration, it 
was emphatically a law regulating the prices of com- 
modities through the price of services. I understand 
the position of the courts in sustaining this, and believe 
the position to be correct, and that is the old principle 
of regulating pikes, tolls, etc. The declaration of the 
law was not the declaration of a new principle, but it 
was the crystallization of an old principle into federal 
legislation, with the proper machinery for carrying it 
out ; and the machinery as well as the declaration gives 
it the character of state socialism, makes it compulsory 
arbitration, because it undertakes not only to regulate 
the affairs of corporations but to arbitrarily adjust the 
contracts made in connection therewith. 

What is the consequence of this as shown in another 
step in that silent revolution which is taking place? 
There is now pending in Congress a measure which has 
passed the House of Representatives by a very strong ma- 
jority; it, too, is state-socialistic, as much so as any 
socialistic legislation that has been considered favorably 
by any government in the closing half of this century. 
As astate-socialistic measure it equals the compulsory in- 
surance legislation of Germany ; as legislation establish- 
ing the most rigid and stringent laws for the most compul- 
sory of compulsory arbitration it has noequal. I refer to 
the pooling bill (H. R. 7273), now pending in the Senate. 
I have not a word to say on the merits of this bill, of its 
necessity, of its effects. I cite it only to show the second 
phase of the silent revolution to which I have referred. 
This pending legislation is demanded at the instance of 
the shippers and the railroads of the country, and its 
passage is being aided by a powerful lobby in their ser- 
vice. The railroads base their advocacy of the bill on 
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the claim that it will be for the interest of the shippers 
to have such a law. The bill provides for a great trust, 
with the government of the United States as the trustee. 
It provides that the roads of the country may enter into 
contracts, agreements, and arrangements, which are en- 
forceable between the parties thereto as common carriers, 
for the regulation of freight pooling, and that under 
proper rules of procedure every such contract, agree- 
ment, or arrangement may be changed or abrogated by 
the interstate commerce commission. 

When the first bill to regulate commerce was passed, 
the great and powerful wedge of state socialism, so far 
as government control of railroads is concerned, was 
driven one-quarter of its length into the timber of con- 
servative government, of that government which means 
democracy. The pending bill, the moment it becomes 
a law, will drive the wedge three-quarters of its length 
into the timber. There will then be needed but one 
more blow to drive the wedge home, and that blow will 
come at the instance of business and not of labor—en- 
tire government control of all the railroads of the 
country instead of partial control under the laws now 
existing or proposed. ¢ With twenty-five per cent. of all 
the railroad interests of the country now under the con- 
trol of the government, through its courts, it is but a 
very short step to that final blow which will send the 
wedge its full length and bring entire government con- 
trol. This blow will be struck in the most seductive 
way. It will come through a demand that the govern- 
ment shall take charge of the roads—not purchase them 
—shall take charge of the roads and out of the proceeds 
of the transportation business guarantee to the existing 
stockholders of the roads a small but reasonable rate of 
dividend. Under such a seductive movement the stock- 
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holders themselves, conservative men, men in this hall 
now, will vote for the striking of the blow. All this, as 
I have said, will be at the demand and in the interest of 
the railroads and of the shippers, and not of the labor 
involved in carrying on the work of transportation, as 
the demand of to-day for the enactment of the pooling 
bill is alleged to be largely in the interest of the ship- 
pers and of the public welfare. 

Will the railroads now consistently demand, and keep 
their lobby employed to secure the extension of the 
same principles to labor, and ask for their employés 
the status of semi-public servants and thus help to pre- 
vent, or reduce the number of strikes on all interstate 
roads, and logically on all roads? 

I can now answer why it is that the Chicago strike is 
epochal in its influence as a subordinate phase of a silent 
revolution—a revolution probably in the interest of the 


public welfare. It is because it emphasizes the claim 
that there must be some legislation which shall place 


railroad employés on a par with the railroad employers 
in conducting the business of transportation, so far as 
the terms and conditions of employment are concerned ; 
it is because the events of that strike logically demand 
that another declaration of law and of the principles of 
the federal government shall be made; a declaration 
that a// wages paid as well as charges for any service 
rendered in the transportation of property, passengers, 
etc., shall be reasonable and just. A declaration of this 
character, backed by the machinery of the government 
to carry it into effect, would give to railroad employés 
the status of quasi-public servants. The machinery 
accompanying such a declaration should be modeled on 
the interstate commerce act. It should be provided that 
some authority be established for the regulation of wage 
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contracts on railroads. I would not have the machinery 
of the law for the regulation of such matters provide 
for a compulsory adjustment, as now provided for the 
adjustment of freight rates, but I would have such ma- 
chinery that there would be little inducement under it 
on the part of railroads to pay unjust and unreasonable 
wages and on the part of employés to quit work when 
they were just and reasonable. 

The Act to Regulate Commerce, popularly known as 
the interstate commerce act, was approved February 4, 
1887. Prior to that time the President of the United 
States sent to the Forty-ninth Congress (first session) a 
message relative to the disputes between laboring men 
and employers." I commend the language of this mes- 
sage to all patriotic citizens. Subsequently to this action 
of the President a law was passed by the Congress cre- 
ating boards of arbitration. The bill was approved 
October 1, 1888. It carried out, to a certain extent, the 
recommendations contained in the message, but on ac- 
count of some amendments which were made in the 
original draft the bill did not fully comprehend such 
recommendations. It was under this last act that the 
President appointed a commission in July last to inves- 
tigate the Chicago strike. It will be seen, therefore, 
that the federal government is fully committed to two 
things, and two things of most vital importance, in the 
management of railroads :—first, the regulation of freight 
rates and the control thereof, through the authorization 


for pooling under proper regulations, and, second, the 
settlement of controversies on interstate roads through 


the means of arbitration. 
A bill is now pending in Congress which provides for 
the submission by agreement of all differences relating 


'The message is given in full in the Appendix. 
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to the terms and conditions of employment on railroads to 
a properly constituted tribunal—a measure which has been 
called revolutionary; but I submit that if this be a 
step in the silent revolution now going on it is a subordi- 
nate one, and that should the principle involved be en- 
acted into law, as I trust it will be, it could not be 
considered as another blow, but only a light tap, on the 
wedge of state socialism; it could be considered as a 
phase only of the great blow now contemplated by the 
pooling bill. The arbitration bill (H. R. 8259), being a 
bill concerning carriers engaged in interstate commerce 
and their employés, embodies more perfectly the recom- 
mendations contained in the President’s message of April 
22, 1886. In this méssage, after referring to the diffi- 
culties, etc., constantly arising between employers and 
employés, the President stated : 


I am satisfied, however, that something may be done under federal 
authority to prevent the disturbances which so often arise from dis- 
putes between employers and the employed, and which at times 
seriously threaten the business interests of the country ; and in my 
opinion the proper theory upon which to proceed is that of voluntary 
arbitration as the means of settling these difficulties. 

But I suggest that instead of arbitrators chosen in the heat of con- 
flicting claims, and after each dispute shall arise, for the purpose of 
determining the same, there be created a commission of labor, con- 
sisting of three members, who shall be regular officers of the govern- 
ment, charged among other duties with the consideration and settle- 
ment, when possible, of all controversies between labor and capital. 


And in closing the President urged that: 


Power should also be distinctly conferred upon this bureau to in- 
vestigate the cause of all disputes as they occur, whether submitted 
for arbitration or not, so that information may always be at hand to 
aid legislation on the subject when necessary and desirable. 


The bill referred to is an embodiment of these senti- 
ments. The first seven sections of the bill relate to the 
administrative features of the commission. Section 8 
provides that the board shall endeavor by mediation and 
conciliation to effect on amicable settlement between 
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employers and employés who are directly interested in 
any strike, lockout, boycott or other controversy, as pro- 
vided in the act,—that is, relating to interstate commerce. 
Section 9 provides that, upon the request of any employé 
or incorporation or association of employés subject to 
the provisions of the act, the commission shall investigate 
complaints, and, further, that on its own motion the com- 
mission shall investigate any complaint properly brought 
before it, for the purpose of bringing the matter to public 
knowledge. Section 11 provides that whenever differ- 
ences or controversies arise between any employer and his 
or its employés subject to the provisions of the act, as to 
wages, terms or conditions of employment, which cannot 
be settled by either of the preceding methods,—that is, by 
conciliation and mediation or by the public announce- 
ment of responsibility for the controversy,—all or 
any of such differences or controversies may be submitted 
to the commission for arbitration and settlement, by writ- 
ing, duly executed by the employer and employé or by 
any incorporation or association thereof ; and under this 
written submission, when the parties so agree, the de- 
cision or award of the commission shall be final and 
conclusive, and upon filing the same in any circuit 
court of the United States a final judgment or decree of 
said court shall be entered in accordance with the find- 
ings; or that in case either party to such submission 
shall be dissatisfied with the decision or award of the 
commission it shall be lawful for such party to apply by 
petition to a circuit court of the United States sitting 
in equity for a review of the findings and the facts, and 
the court upon hearing shall have the power to finally 
affirm, reverse or modify the decision or award of the 
commission, in whole or in part, and to enter its final 
judgment or decree according to its own findings. In 
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brief, the pending bill provides, first, for mediation and 
conciliation ; second, for a public announcement of re- 
sponsibility for a controversy, through the investigation 
of the commission ; and, third, for the hearing, on sub- 
mission, of all the facts attending a controversy. The 
courts can have nothing to do with the matter unless by 
the agreement of the parties. 

The bill also provides for the protection of both par- 
ties during the pendency of arbitration proceedings and 
for the regulation of incorporated trades-unions, insist- 
ing that it shall be provided in the articles of incorpora- 
tion and in the constitution, rules, and by-laws of an 
order that a member shall cease to be such by partici- 
pating in or instigating force or violence against person 
or property during strikes, lockouts or boycotts; but it 
relieves members of such incorporations from personal 
liability for the acts, debts or obligations of corporations. 
The bill also provides that such corporations may appear 
by designated representatives before the board contem- 
plated by the bill, or in any suit or proceeding for or 


against such corporations, or their members, in any of 


the federal courts. It also makes provision for the pre- 
vention of certain conditions relative to joining orders, 
etc., or refraining from joining them, as conditions of 
employment. 

These, in brief, are the provisions of the bill referred 
to. They are in line with the recommendations of the 
highest authorities, of the closest students of the labor 
question, of statesmen in different countries, and of that 
great principle of ethics which requires that society shall 
be conducted on the basis of peace rather than of war. 

If this measure for the regulation of wages on inter- 
state railroads, which places the employés in the posi- 
tion of quasi-public servants, amenable to the public as 
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well as to their incorporated employers, is considered 
by any one as a piece of state socialism, I can only re- 
fer to the other features of the revolution already in 
active operation. I think I recognize the distinction 
which you of the Economic Association would make 
between government adjustment of freight rates and 
like adjustment of wage rates, and I fully agree that 
while government can fix the compensation of its 
own employés, it can not and ought not to attempt arbi- 
trarily to fix that of the employés of railroads; but I 
further recognize that it is the right and duty of govern- 
ment to prevent the interruption of interstate commerce 
and the obstruction of the mails, and that in the exer- 
cise of this right it ought to have a voice in making the 
terms and adjusting the conditions of the employment 
of those engaged in such service. This it can do 
through some such machinery of law as that provided 
in the present act to regulate commerce. The prosper- 
ity of our railroads is a necessity upon which depends 
largely business stability, and every reasonable means 
which can prevent disaster should be considered. 

I read the other day, in an interesting editorial from 
The Nation,‘ on the Chicago strike, that “ Nothing is 
more needed at this crisis than the practice of treating 
the working classes as business men fully capable of 
managing their own affairs, and not as children who are 
being put upon by their elders, etc.” The enactment of 
a law such as that indicated would place the employés of 
railroads upon a business basis and would recognize 
their capacity to conduct properly their own business in 
connection with the business of their employers; and if 
it be said that it would recognize them as children who 
are being put upon by their elders, what shall be said of 


November 22, 1894. 
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the interstate commerce act and of the pooling bill? 
Can it be that merchants and shippers are children who 
are being put upon by their elders and must be coddled ? 

For these reasons I consider the Chicago strike an 
epoch-making event. It is dissipating a good deal of 
the haze which has hung before the eyes of both labor 
and capital; it is teaching the public the necessity of 
placing labor and capital on a strong business basis of 
reciprocal interests, but interests which recognize the 
public as their chief master. The discussion of the per- 
sonal equation in the great Chicago strike has nothing 
to do with the principles involved. Action must be 
taken on the side of law and order, without reference to 
individuals, recognizing, however, that law and order 
mean the welfare of the nation and are based on prin- 
ciple and not on specific, individual acts, and that gov- 
ernments must adopt from various systems those features 
which are applicable under the conditions and necessities 
of the time, whether they are taken from a system of 
government already in existence or one that may be ad- 
vocated purely on theory. The experience of the Amer- 
ican government, which has adopted more socialistic 
elements than any other, is a sufficient guaranty of the 
conservative embodiment in labor legislation of the best 
ascertainable methods on which the majority of men 
can unite, not as partisans in the interest of labor or 
capital as such, but as patriots endeavoring to secure 
freedom from strikes, riots, intimidations, and violence 
of all kinds, which must be condemned by ail right- 
minded men. The dictates of lofty patriotism should 
be the power to demand measures for their prevention. 
If the principles of the act to regulate commerce, an 
act to which I have always given and still give most 
hearty adherence, lead to governmental control of our 
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railroads, it will be because of a great necessity existing 
for such control, and good citizens should have no fear. 
Personally I am opposed to such control, but I can not 
ignore certain tendencies in the action of corporations 
in seeking certain features in federal legislation. It does 
appear, however, to be inconsistent to demand even par- 
tial governmental control on one side and to insist upon 
laissez faire upon the other. The dictates of the high- 
est patriotism again demand that there should be con- 
sistency in these matters. 





APPENDIX. 


NATIONAL BOARD OF ARBITRATION. 
[Senate Executive Document No. 130, Forty-ninth Congress, first session.] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES RELATIVE 
TO THE DISPUTES BETWEEN LABORING MEN AND EMPLOYERS. 


To the Senate and House of Representatives: 

The Constitution imposes upon the President the duty of recom- 
mending to the consideration of Congress from time to time such 
measures as he shall judge necessary and expedient. 

I am so deeply impressed with the importance of immediately and 
thoughtfully meeting the problem which receut events and a present 
condition have thrust upon us, involving the settlement of disputes 
arising between our laboring men and their employers, that I am con- 
strained to recommend to Congress legislation upon this serious and 
pressing subject. 

Under our form of government the value of labor as an element of 
national prosperity should be distinctly recognized, and the welfare of 
the laboring man should be regarded as especially entitled to 
legislative care. In a country which offers to all its citizens the 
highest attainment of social and political distinction, its workingmen 
cannot justly or safely be considered as irrevocably consigned to the 
limits of a class and entitled to no attention and allowed no protest 
against neglect. 

The laboring man, bearing in his hand an indispensable contribu. 
tion to our growth and progress, may well insist, with manly courage 
and as a right, upon the same recognition from those who make our 
laws as is accorded to any other citizen having a valuable interest in 
charge ; and his reasonable demands should be met in such a spirit of 
appreciation and fairness as to induce a contented and patriotic 
coéperation in the achievement of a grand national destiny. 

While the real interests of labor are not promoted by a resort to 
threats and violent manifestations, and while those who, under the 
pretexts of an advocacy of the claims of labor, wantonly attack the 
rights of capital, and for selfish purposes or the love of disorder sow 
seeds of violence and discontent, should neither be encouraged nor 
conciliated, all legislation on the subject should be calmly and de- 
liberately undertaken with no purpose of satisfying unreasonable de- 
mands or gaining partisan advantage. 

The present condition of the relations between labor and capital is 
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far from satisfactory. The discontent of the employed is due in a 
large degree to the grasping and heedless exactions of employers, 
and the alleged discrimination in favor of capital as an object of 
governmental attention. It must also be conceded that the laboring 
men are not always careful to avoid causeless and unjustifiable dis- 
turbance. 

Though the importance of a better accord between these interests is 
apparent, it must be borne in mind that any effort in that direction by 
the Federal Government must be greatly limited by constitutional 
restrictions. There are many grievances which legislation by Con- 
gress cannot redress, and many conditions which cannot by such 
means be reformed. 

I am satisfied, however, that something may be done under Federal 
authority to prevent the disturbances which so often arise from dis- 
putes between employers and the employed, and which at times 
seriously threaten the business interests of the country; and in my 
opinion the proper theory upon which to proceed is that of voluntary 
arbitration as the means of settling these difficulties. 

But I suggest that instead of arbitrators chosen in the heat of con- 
flicting claims, and after each dispute shall arise, for the purpose of 
determining the same, there be created a Commission of Labor, con- 
sisting of three members, who shall be regular officers of the Govern- 
ment, charged among other duties with the consideration and settle- 
ment, when possible, of all controversies between labor and capital. 

A commission thus organized would have the advantage of being a 
stable body, and its members, as they gained experience, would con- 
stantly improve in their ability to deal intelligently and usefully with 
the questions which might be submitted to them. If arbitrators are 
chosen for temporary service as each case of dispute arises, experience 
and familiarity with much that is involved in the question will be 
lacking, extreme partisanship and bias will be the qualifications 
sought on either side, and frequent complaints of unfairness and 
partiality will be inevitable. The imposition upon a Federal court of 
a duty so foreign to the judicial function as the selection of an 
arbitrator in such cases is at least of doubtful propriety. 

The establishment by Federal authority of such a Bureau would be 
a just and sensible recognition of the value of labor, and of its right 
to be represented in the departments of the Government. So far as 
its conciliatory offices shall have relation to disturbances which inter- 
fered with transit and commerce between the States, its existence 
would: be justified under the provisions of the Constitution which 
gives to Congress the power “‘ to regulate commerce with foreign na- 
tions and among the several States.”” And in the frequent disputes 
between the laboring men and their employers, of less extent and the 
consequences of which are confined within State limits and threaten 
domestic violence, the interposition of such a Commission might be 
tendered, upon the application of the legislature or executive of a State, 
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under the constitutional provision which requires the General Govern- 
ment to “‘ protect’ each of the States ‘‘ against domestic violence.” 

If such a Commission were fairly organized, the risk of a loss of 
popular support and sympathy resulting from a refusal to submit to so 
peaceful an instrumentality would constrain both parties to such dis- 
putes to invoke its interference and abide by its decisions. There 
would also be good reason to hope that the very existence of such an 
agency would invite application to it for advice and counsel, frequent- 
ly resulting in the avoidance of contention and misunderstanding. 

If the usefulness of such a Commission is doubted because it might 
lack power to enforce its decisions, much encouragement is derived 
from the conceded good that has been accomplished by the railroad 
commissions which have been organized in many of the States, which, 
having little more than advisory power, have exerted a most salutary 
influence in the settlement of disputes between conflicting interests. 

In July, 1884, by a law of Congress, a Bureau of Labor was estab- 
lished and placed in charge of a Commissioner of Labor, who is re- 
quired to ‘‘ collect information upon the subject of labor, its relations 
to capital, the hours of labor and the earnings of laboring men and 
women, and the means of promoting their material, social, intellectu- 
al, and moral prosperity.” 

The Commission which I suggest could easily be engrafted upon the 
Bureau thus already organized, by the addition of two more Commis- 
sioners and by supplementing the duties now imposed upon it by such 
other powers and functions as would permit the Commissioners to act 
as arbitrators when necessary between labor and capital under such 
limitations and upon such occasions as should be deemed proper and 
useful. 

Power should also be distinctly conferred upon this Bureau to inves- 
tigate the causes of all disputes as they occur, whether submitted for 
arbitration or not, so that information may always be at hand to aid 
legislation on the subject when necessary and desirable. 

GROVER CLEVELAND. 

EXECUTIVE MANSION, April 22, 1886. 
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IRREGULARITY OF EMPLOYMENT. 


The development of the present phase of the problem 
of the unemployed has been a rapid one. Passing by 
for the moment whether the unemployed are a new class 
or not, the problem is certainly assuming new import- 
ance both in Great Britain, her Australian colonies, 
western, central, and southern continental Europe, as 
well as in the United States. Save in 1866, the unem- 
ployed as a distinct class of artisans, involuntarily idle, 
had hardly been recognized by English public senti- 
ment since the early part of the century. In that same 
year, indeed, the House of Lords held “that in the case 
of an able-bodied father there is a presumption that he 
is able to gain his livelihood so as to support himself 
and family.” In 1885-6 the discussion as well as the 
methods of relief assumed a new form. It was con- 
sidered necessary to take extraordinary measures of re- 
lief. The public was alarmed. The Secretary of the 
Local Government Board issued a circular appealing to 


municipalities to hasten or create public works; the 
London Charity Organization Society appointed a special 
committee to report on the best means of dealing with 
the exceptional distress; and the House of Lords also 
appointed a select committee to report afresh upon Poor 
Law relief. The distress of that year apparently was 


succeeded by more lean years. The appeal of the Secre- 
tary of the Local Government Board has been renewed 
once, if not twice. There have been two reports of a 
Mansion House Committee on the Unemployed, and this 
last winter we have the report of the Labor Department 
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of the Board of Trade, itself reporting to the Local 
Government Board. Within a few months there has 
been a report by the Board of Supervision to her 
Majesty’s Secretary for Scotland upon the relief of the 
able-bodied unemployed during last winter, and a 
special committee appointed in Liverpool has also just 
reported upon the same subject. 

In Holland a circular letter was issued in 1893 by the 
Minister of the Interior to the Provincial Commissioners 
instructing them to inquire into the want of employ- 
ment, and recently it is reported that many schemes are 
being broached for dealing with the unemployed in that 
country during this next winter, which is being looked 
forward to with apprehension. In German cities during 
the past year there have been frequent expenditures for 
the relief of the unemployed through the provision of 
work. Street improvements, docks, water works, etc., 
have been undertaken. In Spain the Minister of the 
Interior has recently sent a circular list of questions to 
the governors of the provinces with regard to desirable 
improvements for public works with a view to securing 
measures for dealing with the unemployed. In Switzer- 
land a plebiscite took place on June 3 of this year on 
the question of introducing a clause into the federal 
Constitution embodying the right to have work - pro- 
vided. It was rejected by a vote of 308,289 to 75,880. 
The government of the canton of Tessin have inserted 
the following article in their poor-law bill: “If the tem- 
porary distress of an individual or a family arises from 
the want of employment, the government are bound to 
do their utmost to procure work for the person or per- 
sons in question.” 

It is hardly necessary to refer to the rapid develop- 
ment of this question in Australia. Tasmania, New 
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South Wales, Victoria, New Zealand and Queensland 
have all within three or four years engaged in the con- 
sideration of various public measures for the relief of 
the unemployed. 

In our own country we undertook this past year many 
novel experiments, and special reports of such work 
have been published in Boston, Philadelphia, Pittsburg, 
Buffalo, Chicago, Detroit and Indianapolis. In Massa- 
chusetts a state commission to investigate the subject of 
the unemployed was authorized by legislative act and 
appointed by the governor of the commonwealth. This 
board has collected evidence and will report upon the 
following subjects : 

1. The emergency relief measures of 1893-4, particu- 
larly in Massachusetts. 

2. The possibility of adjusting the demand and sup- 
ply of labor through public employment bureaus. 

3. The demand and supply of farm labor. 

4. Public relief work and direct employment by 
municipalities. 

5. The separation of the tramp class from the invol- 
untary idle. 

6. The relation of convict labor to non-employment. 

No opinion is expressed which would imply that we 


are to have a permanent class of the unemployed, 
different from what has existed in the past. The agita- 
tion of this question undoubtedly in some degree de- 
velops the existence of the phenomenon itself, but in 
view of the experience of European countries, as well 
as of various tendencies in our own, we cannot throw 
this question aside in the comforting belief that finan- 


cial occurrences which so largely caused our own prob- 
lem of the unemployed are not likely to be repeated for 
many years. Is there good reason to suppose that 





56 American Economic Association. [528 


international financial, monetary, and banking dis- 
turbances may not be more frequent in the future. ? 
Who are the unemployed and what does this term de- 
note? Are these unemployed in reality a new class? 
Is it a new product of new industrial conditions or is it 
some old class called by another name? The term 
unemployed as used to-day is a new term in our economic 
vocabulary. Does it, however, correspond to new con- 
ditions or may it not be a new term applied to an ele- 
ment which has existed for centuries, that is, the poor ? 
There have always been able-bodied poor, sturdy beg- 
gars, shiftless ne’er-do-wells, weaklings, intemperates, 
feeble discarded units of society, whom society has car- 
ried upon its shoulders. The history of European 
countries as well as our own has had a long chapter de- 
voted to the relief of this class, the poor. If our un- 


employed are of this class and only of this class, the 
economist need not trouble himself with any new 
analysis with regard to such phenomena; but the ques- 
tion is raised that the unemployed of the present time 
are not of this class alone, that in addition to the able- 


bodied poor there is a reinforcement of men and women 
who are willing to work and who in past times have 
found abundant opportunity to work, but who now find 
their economic condition so uncertain, their industrial 
tenure so unstable, that they are frequently without em- 
ployment. 

In the report of the Labor Department of the English 
Board of Trade, the term unemployed is applied to four 
distinct classes : 

(1) Those whose engagements being for short periods 
have terminated their last engagement on the conclusion 
of a job, and have not yet entered upon another. 

(2) Those who belong to trades in which the work 


fluctuates. 
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(3) Those who are economically superfluous, because 
there is not enough work in those trades to furnish a 
fair amount to all who try to earn a livelihood at it. 

(4) Those who cannot get work because they are be- 
low the standard of efficiency demanded, or because their 
personal defects are such that no one will employ them. 

In the first class we find persons who work upon the 
docks and street porters ; in the second, miners and shoe- 
makers; in the third, ship-builders, as in this industry 
in England there has been for several years a severe de- 
pression ; and in the fourth, there are the inefficients. 

These four classes may be further summarized into 
two: first, workingmen who generally have employment 
but who are out of work for one reason or another; and 
secondly, those who have no trade, living solely by 
manual labor, and are never regularly employed. When 


trade is prosperous they pick up a living; in prosperous 
times they are only half employed and in bad times they 
* become unemployed. 

In New Zealand the unemployed are classified as 


follows : 

(1) Men-past the prime of life who through failure in 
business for the first time turn to manual labor for sub- 
sistence. 

(2) Young fellows who have always lived in towns 
and not brought up to any trade or calling ; they are unfit 
for country work, and frequently feel little inclination 
for it. 

(3) The married men with families, who live from 
hand to mouth and thus find it hard to go any distance 
for labor as in the meantime their families will be desti- 
tute. Asa rule, therefore, they are compelled to stay in 
town picking up such odd jobs as they can. 

These classifications are typical and in all of the 
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many recent classifications of the unemployed made by 
commissions and in the memoranda submitted by various 
experts, it is to be observed that there are included not 
only the idle and the improvident but the thrifty of 
good character. 

At this point there is one word to say in regard to the 
statement, which is undoubtedly true, that some work- 
men, perhaps many workmen, could have found employ- 
ment even during the worst seasons of the past year, if 
they had been willing to accept lower wages, and that 
therefore non-employment is not involuntary with them 
but voluntary and consequently deserving of no sympathy 
or assistance. No apology is here offered for those who 
must take the penalty of their own actions, but accuracy 
demands that this position be fairly stated. There was a 
distinct unwillingness on the part of a workman to ac- 
cept a lower wage than the one established in his own 
trade, but on the other hand there was frequently an en- 
tire willingness to accept a much lower wage in some 
unorganized industry where trade-union rates did not 


prevail. It was loyalty to their organization, their his- 


tory and past struggles which made them in many cases 
refuse to lower their standard wage. It was not, how- 
ever, mere unwillingness to work which accounted for 
much of this idleness, but this fact is frequently lost 
sight of in the discussion of the question. 

There is little statistical information to fall back upon 
for evidence upon the amount of non-employment, and 
even the accuracy of such statistical data as are presented 
may in part be questioned. In England there are re- 
ports of certain trades unions to the Labor Department of 
the Board of Trade, showing for each month the number 
out of work as registered in the books of the several 
unions ; but these reports apply as a rule only to the more 
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skilled trades, and in many instances are probably under- 
statements owing to the disinclination on the part of 
workmen to disclose the real number of non-employed 
for fear that the employer will take advantage of it. 

These reports afford no idea of the amount of non- 
employment among men outside of unions or not in or- 
ganized industries, or in those unions not having an in- 
telligent and efficient administrative machinery, through 
which such data can be obtained. It is also to be 
noted that the English trade-union reports, such as they 
are, cover only a few years and consequently do not pre- 
sent any wide basis for comparison. 

In this country there are two statistical sources of in- 
formation as to the unemployed, both of them coming 
from Massachusetts. One of these is the state “‘ Census 
of Unemployed” of 1885, published by the Bureau of 
Labor in 1887; and the other is the report of a certain 
number of the manufacturing establishments of the state, 
also published by the Bureau of Labor in an annual vol- 
ume styled “ Statistics of Manufactures,” beginning with 
the year 1886. 

For the industries tabulated these are of great interest 
and value as they show the average number of persons 
employed, the greatest number and smallest number of 
persons employed each month of the year. But it is to 
be noted that these statistics would in no wise include 
those unemployed who had been utterly displaced and 
consequently had no enrollment whatever on the books 
of manufacturing establishments. They do show most 
admirably the range and fluctuation of activity of the 
employer but only inferentially can such data be applied 
to non-employment of labor itself. 

Besides the official records there were various esti- 
mates, so-called censuses made by mercantile agencies, 
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police authorities, and private enterprises, varying as, 
for example, in Boston last winter, from a police census 
of less than 6,000 to Bradstreet’s estimate of 30,000, and 
the Andover House estimate of 38,000. In addition to 
these sources there are the statistics of applications at 
employment bureaus, and the records of charity societies 
which report the condition of those relieved. Thus in 1887 
it was stated at the National Charities Conference that in 
twenty-five cities, of the applicants for relief at their so- 
cieties, forty per cent. needed work rather than relief. 
In these fragmentary statistical records there is little to 


satisfy the accurate investigator. Exact knowledge will 


elude him ; suggestions he. may gain. 

It thus remains to fall back upon the analysis of in- 
dustrial conditions from which it might be possible to 
frame a working hypothesis as to whether there be an in- 
crease in the number of the unemployed proportional to 
the population, and whether this may be a new class, or 
reinforced by new elements. Such an analysis must fol- 
low lines which are familiar to every observer of eco- 
nomic conditions,—elements indeed so familiar that I 
hesitate to re-enumerate them at this place. Neverthe- 
less it is asserted that so great are the changes acting in 
the organization of industry, so peculiar are the present 
migrations of people and so striking are the more recent 
competitive conditions, that new lines of emphasis not 
yet sufficiently recognized should be taken cognizance of, 
which will justify a fresh analysis. 

The following forces are generally recognized as con- 
tributary causes making for non-employment. 

(1) The displacement of labor by machinery. 

(2) The entire elimination of certain processes, in 
order to reduce cost. 

(3) The substitution of juvenile labor. 
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(4) The substitution of female labor. 

(5) The work running to seasons. 

(6) The migration of industries from one portion of 
the country to another and from one country to another. 

(7) Fashion which leaves a hitherto prosperous in- 
dustry stranded temporarily or even permanently. 

(8) The unwillingness to accept lower wages on the 
part of workmen, thus strikes and interruption of em- 


ployment. . 
(9) The introduction of labor which is willing to ac- 


cept lower wage because it has hitherto lived on an en- 
tirely different lower standard of comfort. 

(10) Commercial disturbances, loss of business confi- 
dence and credit cycles. 

It has generally been admitted that these forces may 
temporarily and in some cases permanently displace 
laborers,—honest and willing laborers,—thus producing 
non-employment. But the usual conclusion is that 
though inconstancy of employment is a reality, a great 
evil rightly attracting public attention, there is no good 
reason, to use the words of Professor Marshall in his last 
work on the “Principles of Political Economy,” for 
thinking that the inconstancy of employment is increas- 
ing on the whole: 

[Several causes combine to make it appear to be greater than it really 
is.] When a large factory goes on halftime, rumor spreads the news over 
the whole neighborhood and perhaps the newspapers spread it over 
the whole country : but few people know when an independent work- 
man or even a small employer gets only a few days’ work in a month, 
and in consequence suspensions in industries in modern times are apt 
to seem more important than they are relatively to those of earlier times. 
In earlier times some laborers were hired by the year, but they were not 
free and were kept to their work by personal chastisement. There 
is no evidence that medizval artisans had steady employ- 
ment. And the most persistently inconstant employment now to 


be found in Europe is in those non-agricultural industries of 
the West which are most nearly medieval in their methods, 
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and in those industries of Eastern and Southern Europe in which 
medizval traditions are strongest. [In many directions there is a 
steady increase in the proportion of employés who are practically hired 
by the year. This is for instance the general rule in many of those] 
trades connected with Transport, which are growing fastest and are the 
representative industries of the second half of the nineteenth century 
as the manufacturing trades were of tlie first half. And though the 
rapidity of invention, the fickleness of fashion, and above all the in- 
stability of credit, do certainly introduce disturbing elements into 
modern industry, yet other influences are working strongly in the 
opposite direction. Vol. I, p. 733, Note. 


This I take it is the general judgment of economists 
upon this point. But passing by the comparison be- 
tween medieval conditions of trade and the present cen- 
tury, the question is raised whether the influences above 
enumerated as making for non-employment are not acting 
with greater vigor, with more promptitude, and with 


more certain and serious results than they were twenty- 
five or forty years ago. In reflecting upon the signi- 
ficance of these forces and the weight to be given to 
them, it is difficult not to exaggerate the importance of 
current events or to distinguish the unfortunate and’ 
disastrous occurrences of the past winter from the normal 
condition. I shall, however, select from the many an- 
alyses presented, three or four considerations which, 
though by no means novel, are possibly not so familiar 
as to be tedious, and which illustrate the position of 
those who think that the problem of the unemployed is 
of increasing importance. 

It is true, of course, that the introduction of ma- 
chinery permanently enlarges the field of employment 
instead of limiting it within narrower confines. It has 
been suggested however that, in certain highly organized 
industries, the introduction of a new machine is tending to 
become a more and more serious matter to the workman. 
This, it is argued, is for two reasons. Manufacturing is 














535] Trregularity of Employment. 63 


carried on in larger and individual plants, and taking the 
whole population into account, is concentrating into fewer 
geographical points. The introduction of a new ma- 
chine by a single manufacturer will therefore tend to 
affect a larger number of operatives proportionately 
within a given district than a generation ago. On ac- 
count of the magnitude of individual establishments 
and localization of industries this change is accompanied 
by a greater shock. 

Favorable competition is more and more dependent 
upon the possession of the best and latest machinery. 
The advantage which one manufacturing establishment 
has over another depends, among other things, upon the 
element of labor, the situation as to the market, and 
the character of the machinery. The two former are 
assuming relatively less importance while the latter 
is increasing in significance. Labor conditions are of a 
greater uniformity and the cost of transportation is 
being so reduced that the nearness of a given market is 
less important than twenty years since. 

A few weeks ago I had the pleasure of seeing a new 
machine, soon to be introduced into the textile industries, 
which if adopted generally in the United States would 
displace several thousand men in the cotton branch 
alone. ‘The introduction of this machine will reduce 
the cost of production one-sixth of a cent per yard on 
plain cotton cloth, but a saving of one-sixth of a cent 
per yard means a three to five per cent. dividend on the 
capital of an ordinary cotton establishment. 

The inventor of textile machinery is the bugbear of 
the manufacturer. No sooner is his plant set in motion 
than he is forced to consider the need of reconstruction, 
if he would live. 

The introduction of machinery leads us to a second 
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consideration. It must not be supposed, as has been 
very clearly stated by Mr. Hobson, that machinery in 
itself is essentially related to unsteadiness of work. 
The contrary is the case. Cheap tools can be kept idle 
without great loss, but every stoppage in the work of 
expensive machinery means a heavy loss to the capital- 


ist. But this development of permanent conditions in 
normal times of itself makes the period of non-employ- 
ment the more unexpected and the pain the harder to 
bear. Machinery has introduced regularity into many 
departments of industrial life. It has trained the work- 
man into military habits of attendance and industrial 
drill. His productive power and the purchasing power 
of his wage have increased, and his ambitions enlarged. 
Interruption of employment, particularly when not asso- 
ciated with some direct action on the part of himself 
and his associates, as in a contest for better wages or 
ameliorated labor conditions, exasperates and irritates 
him as never before. 

The third consideration not only applies to the results 
of the introduction of machinery but also to the changes 
caused by the substitution of juvenile or female or for- 
eign labor. I refer to the fact that while in the gross 
there may be an increased demand for labor and con- 
sequently a greater employment of labor, with the fre- 
quent introduction of new machinery or a change in 
the process which makes a new class of labor possible, 
there is an increasing opportunity for resifting and re- 
sorting of the laborers and a weeding out and a shaking 
out process. 

The manufacturer to-day employs 500 workmen, but 
introduces a machine by which the same product can be 
produced with the labor of 475; the cost of the goods 
will be lower ; the demand will increase; the establishment 
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will be enlarged, with the result that 500 operatives will 
still be needed, but this does not mean the same 500. The 
welcomed opportunity is offered by which the employer 
can let go temporarily 10, or 15, or possibly 25 of the 
poorer workmen, and gradually replace them in his ever 
developing establishment by new workmen. This 
creates a demand for employment as much as it enlarges 
non-employment; but as the principle of selection ex- 
tends as never before, not only over the whole world but 
among entirely new classes of labor, as women and 
children, the relegation to the rear of incompetents goes 
on with a briskness never before witnessed. The unfit 
were never before more sharply detected and mercilessly 
set aside than under present conditions. The final ad- 
vantage of this need not be commented upon, but a 
correct analysis demands a recognition of its results. 
Again it is suggested that the employment of women 
in industrial works will increase with much greater ra- 
pidity in the next twenty years than in the past twenty 
years. They will be found not only in machine shops 
but also, it is said, in carpenter shops. Boys, through the 
introduction of machinery, are pressing into the carpentry 
trade, or rather certain branches of it, for the trade itself 
together with that of house-painting is rapidly disintegrat- 
ing and becoming a matter of historical mention. 
Adherence to the dictates of fashion, once more it is 
suggested, is much more general than it was twenty 
years ago. The partial abandonment, for example, of 
the stiff derby hat for the soft felt two years ago pre- 
vailed not only in the cities but also in the country 
towns, which are no longer satisfied with the discarded 
surplus of the metropolis. Industries migrate more or 
less. T'wo years ago a large part of the General Elec- 
tric Company’s business was removed from Lynn, Massa- 





66 American Economic Association. [538 


chusetts, to Schenectady, New York. Part of the labor 
is too inert to move; a part is held by bond of family 
ties or by ownership of small property the removal from 
which means practically its sacrifice. 

And then. there is an inflow of foreign labor.’ It is 
questioned by some if our American cities would have 
been forced to the extraordinary relief measures this 
past winter if there had been restricted immigration 
during the past fifteen years. This does not imply that: 
the recipients of relief are recent immigrants or for- 
eigners alone, but recent immigration has been very 
largely, almost entirely, composed of unskilled workmen 
who absorb much of the unskilled work needed by the 
community. Hitherto when skilled labor has been tem- 
porarily out of employment there has been some oppor- 
tunity for it, as well as our domestic unskilled labor, to 
turn to lower grades of work for support, and such work 
can be easily created for an emergency. This field, 
however, is fully occupied by these new comers, and in 
every emergency relief measure of last winter there was 
the greatest difficulty to prevent the absorption of the 
funds devoted for relief, by this as yet unassimilated 
element. 

To state in what degree non-employment relates to the 
question of skill or its lack is extremely difficult, as 
skill is largely a relative term. The less skilled ina 
given occupation are the leading candidates for non- 
employment. Non-employment as commonly discussed 
implies that there are a larger number in a given indus- 
try than can be regularly employed in that industry. The 
workman therefore does not place the importance upon 
the necessity of a high degree of skill on the part of all 
the laborers within the given occupation. Some are to 
be left out anyway in the distribution of work. Greater 
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skill may assist the individual, but contrary to the gen- 
eral law by which social units have worked out the 
problem of progress, workmen within the organized 
trades are trained to discuss the subject from class rather 
than individual self-interest. It is useless to go to the 
trained trades-unionist and advocate better industrial 
education upon the ground of individual advancement. 
It is, however, a notable fact that the mass of the un- 
employed even when they possess some competency, 
possess only one kind of competency. Through lack of 
adaptability they are unable to transfer their productive 
power into a new branch of industry. Greater skill, 
through better and wider industrial education, would 
enlarge their opportunities in this respect. A displace- 
ment means a more or less temporary closing of all 
avenues of escape, and in the recognition of this condi- 
tion one of the methods for reducing inequality of em- 
ployment in the future is at once suggested, viz., the 
economic industrial education. And this argument will 
appeal to the trades-unionist as long as it is applied to 
the possibility of transfer from an older over-worked 
trade to a new and unorganized trade. New industrial 
processes are being evolved faster than laborers can be 
found. Production in these new lines is actually checked 
and held back because of lack of suitable labor. It is 
in this outlying field of new employment that there is 
opportunity for a migration of unemployed labor. 
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THE PAPAL ENCYCLICAL UPON THE LABOR 
QUESTION. 


In a book which has been called by scholars the ablest 
work of modern Protestant theology, that of Professor 
Harnack of Berlin (Dogmengeschichte), it seems to be 
clearly implied that the whole spirit of the Roman 
Catholic church has been broadened by the principle of 


papal infallibility. The embarrassments of an infallible 


Bible have often enough been admitted by Protestant 
scholars. The mere scripture is not primary, but the 
spirit of the church out of which it sprang and to which 
the letter upon the page is secondary. The interpreting 
spirit of the Catholic church thus uses the Bible as Jesus 
used the Sabbath. Thus Professor Harnack finds that 
not merely the Bible, but the whole body of Catholic 
dogma is being more and more subordinated to the 
higher end of human and social service. He sees in this 
dogma of infallibility, as interpreted by a man of com- 
manding spiritual gifts, like the present Pope, an instru- 
ment for the bringing of all dogma into subjection to 
organized activities for the common good. Popularly 
‘said, this means that neither Bible nor dogma shall 
stand in the way of doing those practical things which 
make for the general welfare. This means, in the lan- 
guage of Dean Stanley, that the church shall justify it- 
self before men, solely upon the ground of service to the 
community. 

The most hasty reading of Catholic literature upon 
the social question will, I think, convince men of open 
mind that this church is not only alive to the great 
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issues but is meeting them with masterly intelligence. 
The present Pope did not initiate the new movement, 
but he has left upon it the stamp of a man of genius. 
Neither did he extemporize an enthusiasm in these 
questions. If he had not become Pope, we should still 
class him with those like Professor Perin, Kolping, de 
Mun, Ireland, Gibbons and others, who have taken care- 
ful measure of the problem. While still Archbishop of 
Perugia he was in the best sense a student of these 
things. The separate questions of hours and conditions 
of labor, wages, contract, the justification of private 
property, and distribution, are each dealt with in the 
spirit of one who is looking at modern problems in the 
light of great masters like Aristotle and Aquinas. In 
the first years, as head of the church, at least three 
gatherings, 1881, 1882 and 1883, were held in Rome to 
discuss the more special features of the coming social 
question, and the brilliant Swiss leader of the Catholic 
social movement, M. Decurtins, has maintained that the 
Berlin Conference is traceable to the Pope’s influence. 

Before dealing with the Encyclical on Labor, it should 
be said that most of the issues there considered had been 
discussed often and elaborately at the general and spe- 
cial congresses upon the social question. Three general 
congresses were held at Malines in 1863, 1864 and 1867, 
but the issues were then too indistinct to bring us into 
touch with the struggle of industry with modern democ- 
racy. After 1880 the discussions at the international, 
general and special congresses rapidly take definiteness 
of outline. In the reports of the international con- 
gresses at Liége in 1886, 1887 and 1890, we see how 
sharp even within the church is the struggle between 
the traditional economic conservatism and the democratic 
spirit touched by the method of socialism. On the one 
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side, every step toward state intervention is held in ab- 
horrence ; on the other, it is maintained that no changes 
at the vital points can be made without the state. The 
whole struggle, it is said, under an ever wider and in- 
tenser competition, to raise the standard of living, lower 
the working time, etc., will end in defeat, if the 
only appeal is to the old doctrine of self-help. The 
questions about which the fight turns are quite familiar 
to us,—hours of labor, the minimum wage, trade unions, 
the concept of justice as opposed to benevolence and 
charity, the labor contract,—and beneath these more 
concrete issues is the whole casuistry of opinion, ro and 
con, upon the philosophic aspects of the problem. 
The forms of property, distribution, interest, rent, the 
political representation of homogeneous trade interests, 
the family wage as against the individual wage,—all 
these are elaborately and minutely discussed. 

The older writers like Professor Perin, Anatole Leroy- 
Beaulieu, Professor Castelein, the economists proper like 
Professor Rambaud of Lyons, and Claudio Jannet, the 
best known followers of the Le Play tradition, “ La Ré- 
forme Sociale” and “ La Science Sociale ” of M. Demou- 
lins, are united against the democratic innovations. 
They work with much unity, together with the organ- 
ized employers, in strengthening the whole policy of 
patronage,—all that the employers alone or in mixed 
trade unions (syudicats mixtes) hope to bring about. 
Against this conservative opinion, we find a growing 
number of young lawyers and politicians, some of the 
younger economists with German training, a large num- 
ber of church dignitaries such as Cardinal Manning, and 
able leaders like the Count de Mun with his large fol- 
lowing of 7’ Association Catholique, Professor Pottier of 
Liége, Mgr. Bradshaw and Dr. de Pascal. 
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One or two illustrations will show the nature of this 
strife. When Professor Liberatore writes' that the wage 
should be upon the famz/y and not upon the individual 
basis; that the wage should be made to correspond to 
the zeeds of the group; that this is only natural justice, 
etc., we know where he will stand upon almost every 
one of these issues. 

When Dr. de Pascal says in his book,’ “ Let it not be 
forgotten, the contract does not constitute justice, but 
justice should govern the contract,” we know that he 
has (or soon will have) thrown aside the old views. He 
will call charity, like a socialist, mere patch-work, and 
demand a new organization of society based upon some 
conception of equality. He is almost certain to take his 
stand against the church tradition, and defend the inde- 
pendent trade unions rather than the mixed. He will 
see no hope in checking night work or Sunday work, or 
maintaining the minimum wage, without appeal to the 
state. Upon some form of compulsory insurance he is 
likely to look with favor. 

We see in a word that in this whole church movement 
the issues are ever more and more sharply defined be- 
tween the socialistic and individualistic views. This 
distinctness of outline is largely owing to the fact that 
great numbers of the ablest business men in France and 
Belgium have for many years been taking eager and ac- 
tive part in the congresses upon the social question. 
The innovator has had at every step to face the first-class 
man of business. Much of the sober and excellent - 
quality of the discussion in these reports is owing to this 
fact. 

Thus while the Pope comes into a fielel already occu- 


1“ Principii di Economia Politica,’’ 230-231. 
2 ‘*T’Eglise et la Question Sociale,” 53 ff. 
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pied, he comes as one who has equipped himself for ser- 
vice there. On the background of this brief history of 
opinion and discussion in the church, we may now see 
more clearly (a) the contents of the Encyclical, and (4) 
certain results that are already appearing from its influ- 
ence. 

It need scarcely be said that in this Catholic philoso- 
phy the great evils at the heart of the social questions 
are the evils which spring from a perverted human will, 
and therefore, the great remedy is the bringing that will 
into conformity with duty and truth through the organ- 
ized influence of religion. Of these things I need not, 
however, speak, as I am dealing with the more distinctly 
economic aspects of the question. 

(1) The Economic Contents of the Encyclical.—The 
spirit of revolution, according to the Pope, has passed be- 
yond politics into the field of economics. 


The momentous seriousness of the present state of things, he 
says, fills every mind with painful apprehension; wise men discuss 
it ; practical men propose schemes; popular meetings, legislatures, 
and sovereign princes, all are occupied with it; and there is nothing 
that has a stronger hold upon public attention. . . 

All men agree that some remedy must be found and quickly found 
for the misery and wretchedness which press so heavily at this mo- 
ment on the large majority of the very poor.“ . . 

To this must be added the custom of working by contract and the 
concentrating of many branches of trade in the hands of a few indi- 
viduals so that a small number of very rich men have been able to 
lay upon the masses a yoke little better than slavery itself. 


Here is an impeachment of the actual competitive 
system to make glad the heart of the most doughty agi- 
tator. If the agitator have collectivist leanings his 
comfort is brief. Any remedy which socialism brings 
for the admitted ills gets short shrift. 


To remedy these evils, says the Pope, the Socialists, working 
on the poor man’s envy of the rich, endeavor to destroy private prop- 
erty and maintain that individual possessions should become the com- 
mon property of all, to be administered by the state or municipal 
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bodies. They hold that, by thus transferring private property from 
private persons to the community, the present evil state of things will 
be set to rights because each citizen will then have his equal share of 
whatever there is to enjoy. But their proposals are so clearly futile 
for all practical purposes that, if they were carried out, the working- 
man himself would be among the first to suffer. Moreover, they are 
emphatically unjust because they would rob the lawful possessor, 
bring the state into a sphere not its own and cause complete confusion 
in the community. 

This summary condemnation of socialism is followed 
by an authoritative statement of private property rights. 
The literature of this subject contains no more uncom- 
promising defence of those very forms of private prop- 
erty which collectivist socialism attacks. The right to 
dispose of one’s property as one pleases is maintained. 
This right is rooted in the natural as well as in divine 
law. The traditional defence of property as a part of 
the personality,—the passing it on by laws of inherit- 
ance to the child who is merely extended personality,— 
shows us how distinct and final a word has been spoken 
to socialists in or out of the church. If one invest in 
land it too is as sacred as any other form. “Our first 
and fundamental principle,” reads the Encyclical, “ there- 
fore, when we undertake to alleviate the condition of 
the masses, must be the inviolability of private prop- 
erty.” If we add to this that almost every variety of 
patronal attempt among the Catholics to realize their 
thought seems to have the one common purpose of 
spreading far and wide among the masses every form of 
private ownership of property, we shall understand what 
a part this property concept plays in their entire view of 
the situation. 

Though little is said about it in the Encyclical it is 
clear that the relation which rent bearing forms of 
private property are supposed to bear to the monogamic 
family has been considered anew by Catholic scholars. 
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It seems indeed to be admitted by the Catholics that the 
present form of the family will be put in immediate 
jeopardy by such changes of property forms as socialism 
asks. Private property, as here defined, the present 
wage system, and the existing laws of inheritance are 
thus boldly accepted as natural, sacred and presumably 
final. Every remedy must assume their perpetuity. It 
is thus natural that the great remedy is patronage, with 
a kind of trinity,—priest, employer and father of the 
family,—as guide and administrator. 

From this central fact, every separate issue must be 
measured. The doctrine as to the state and its function, 
trade unions, mixed or of laborers alone, the minimum 
wage, restraints upon competition, eight hours—all must 
henceforth be viewed in the light of these sharper defini- 
tions of property rights. As the Encyclical deals with 
principles, not with their application, there must be 
much divergence in the interpretation, yet the papal 
views as to the function of the state, wages, and hours 
of labor, admit of very cautious and conservative defini- 
tion. In the case of Sunday work the state may inter- 
fere upon principle, as it may, if occasion arise, in pro- 
tecting women and children. The door, however, seems 
purposely left open for a broader view. If private or 
corporate influence proves unequal to its task of safe- 
guarding any interest, the state may act. The radical 
party in the church naturally hails this as yielding all 
that is claimed. The time, place and conditions are, ac- 
cording to the Encyclical, to determine each question as 
it arises. Here a wholesome opportunism, elastic enough 
for any Fabian, asserts itself. 

Even more in regard to the vexed question of the 
“labor contract,” the Pope seems to take the advanced 


ground. It is held that the actual contract may not 
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meet the requirements ; therefore both nature and justice 
are violated. “ Let it be granted,” it is said, “that as a 
rule workmen and employer should make free agree- 
ments and in particular should freely agree as to wages ; 
nevertheless there is a dictate of nature, more imperious 
and ancient than any bargain between man and man, 
that the remuneration must be enough to support the 
wage earners in reasonable and frugal comfort.” Here 
the middle term between necessity and luxury, viz., 
comfort, is chosen. Here the nice question meets us, 
What if all the organized forms of self-help should, ina 
given case, fail to meet the forces of competition which 
crowded the wage below the comfort line? What could 
be said to the members of the Catholic Association and 
Democratic League in the church who asked, let us say, 
for compulsory workingmen’s insurance of the German 


type or for municipal feeding of school children? Mani- 
festly no answer is possible except one based ona purely 
inductive inquiry as to the facts of the case. The pres- 
ent struggle is everywhere now to protect certain points 
of weakness among the wage earners,—childhood, old 
age, women, sickness and industrial accidents. It is only 
a question of evidence as to what method can best reach 


its end. 
There are plenty of indications throughout the En- 


cyclical that the author recognizes this and all that it 
implies. The admission that wages should correspond 
toa certain measure of comfort not covered by the actual 
contract between laborer and employer, but by a higher 
principle that must in some way be enforced, illustrates 
this hardier attitude. If it could not be enforced under 
free patronal forms, why not, upon the Pope’s own prin- 
ciples, by the state? It is admitted that organized pri- 
vate initiative cannot manage the Sunday difficulty 
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brought about by competition. Here appeal is made in 
the Encyclical to the state. Between this and state help 
in matters sanitary and in protecting children and 
women, the difference is one of degree, of time and cir- 
cumstance, upon all of which determining facts. the 
Pope lays careful and special emphasis. 

Again, as to trade unions, the great body of best 
known Catholic writers have opposed even with bitter- 
ness independent trade unions (unions without employ- 
ers). The ideal has been the syudicat mixte in which 
employer and employed act together, thus assuming the 
practical identity of interests in industrial groups. As 
the head of the church shocked a multitude of his fol- 
lowers by warning zealous Ultramontanes no longer to 
oppose, but frankly accept the present French Republic, 
so consternation was spread among the elect by a frank 
and bold acceptance of independent trade unions. 
Joint trade unions increased in France after the law of 
1884, to 1893, from some 40 to 130 or thereabouts ; inde- 
pendent unions certainly twenty times as fast. The 
Pope recognized this fact, just as he recognized that the 
French had accepted some form of republican govern- 
ment. This means adjustment to and recognition of the 
actual evolution of political and industrial society. Po- 
litical forms are everywhere more and more influencing 
forms of industry, and the Catholic policy, under this 
more liberal guidance, is intelligently hospitable to both. 
How broad this spirit is may be seen in the acceptance 
by the church in Austria, under Prince Liechtenstein’s 
leadership, of associations that are strictly compulsory 
in character. At the other extreme is the triumph of 
Cardinal Gibbons and Archbishop Ireland’s policy 
towards the Knights of Labor, in spite of the element 
of secrecy in this body. Between these extremes, we 
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have the very democratic movement of Decurtins in 
Switzerland, and the joint associations of France and 
Belgium. Certainly Cardinal Manning in England was 
at the very front of the more democratic movement. 
Again as late as 1886 a French bishop wrote that the 
church would not consider the question of international 
legislation. At the congress of Liage in 1890, at May- 
ence in the same year, and by several writers since the 
Encyclical, the claim is made that international action on 
the social question must have immediate and serious 
consideration. Long since, both Cavour and Bismarck 
expressed their fears of the future union between the 
black and the red international. We see, however, that 
upon the essential economic issues raised by collectivist 
socialism, the church has declared war. Its inter- 
nationalism has as little in common with that of Marx 
as religion has with secularism. 

We are led thus to ask the obvious question, With the 
Pope’s definition and acceptance of private property, in- 
heritance and the wage system as sacred, is it likely that 
there will be leeway enough for this profoundly demo- 
cratic movement in the church? If, as is laid down in 
the so-called “Great Charter of the Fourth Estate,” time, 
place and circumstance are so largely to determine pol- 
icy ; if modern democracy, trade unionism, with all that 
they signify of political influence in the near future, are 
to be accepted, is it probable that they can be held in 
check by remedies which assume the permanence of 


present property forms, inheritance and the wage system ? 
At every point where this fourth estate is strongly or- 
ganized in politics, its one aim is to democratize not only 
political but industrial privilege. The private or mo- 
nopolized control of rents in every form is the one thing 
at which the demos strikes. Is it probable that the 
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priesthood once instructed in economics can be held in 
check? Since the Catholic bishops met at Fulda in 
1869 it has been more and more the policy of the church 
to teach social science in the seminaries. It is a part of 
the instruction now in Belgium, France, Germany, and 
Austria. The future alone can answer these questions 
but it is clear that purely patronal remedies are having 
very embarrassing experiences everywhere. 

(2) We may ask finally and briefly, What results have 
already flowed from the Encyclical ? 

Upon the whole this document takes sides with the 
more democratic tendencies in the church, yet it has in- 
troduced greater unity of opinion upon many vital ques- 
tions. All parties unite in praising it, practically all 
accept it. There is far less insistence that only joint 
trade unions shall be encouraged. Instead of much 
abuse of the mere interest or rent receivers, we hear far 
more of educating them into a sense of their duties to 
society. If it is right to take interest and rent then 
some corresponding service must be done. Before the 
Encyclical, it was common, as in the Catholic Association, 
to hear of the “pretended productivity of capital” ; 
that “ labor produces all the wealth”; that “those who 
own the means of production necessarily rob the poor” ; 
that “none have a right to income without personal 
work ;” that “funded property is for the most part a 
mere creature of the law,” etc. The reports of con- 
gresses since the Encyclical show far less of this kind of 
utterance. The attempt is rather to give democratic ap- 
plication to the papal principles—to show evidence for 
further state activity, to make the most of the principle 
of justice as against the actual labor contract, etc. 

Again, the word socialism, even allied with a religious 
term, is far less in favor. Some of the leaders forswear 
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the word altogether. Ina sitting of the Chamber of Dep- 
puties last April, the leader of the so-called Christian 
Socialists, Le Comte de Mun, vehemently protested that 
there was no such thing as Christian Socialism. 

We may add to these results an immense stimulus to 
the whole movement in the church to deal wisely and 
cautiously with the social question. Congresses are 
multiplying ; a literature already of bewildering magni- 
tude,—pamphlet, periodical, books,—is every where ap- 
pearing. 

The whole church with the superb strength of its or- 
ganization is turning no longer, as of old, to princes but 
tothe people. One church dignitary writes: ‘“ Hitherto, 
the world has been controlled by dynasties, henceforth the 
control is with the demos; Cardinal Manning said: 
“The twentieth century will be for the people ;” even 
the Pope is reported to have said: “ My highest ambi- 
tion is to go down to history as the pontiff of the la- 
borers”; and a writer of the rarest freedom and insight, 
the Academician, de Vogiié, has written: “On the day 
when the throne of St. Peter shall hold a Pope animated 
by the spirit of Cardinals Gibbons and Manning, the 
church will rise and take her place in the world the most 
formidable power that it has ever known.” 
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POPULATION AND CAPITAL. 


In the whole analysis of this subject there is so much 
uncertainty attaching to the use of familiar terms, that 
we may be pardoned for devoting a little time to defini- 
tions. 

By the term wealth, I shall understand those things 
material or immaterial, which contribute to the enjoy- 
ment of. the community. By the term property, I shall 
denote those rights which enable an individual to exer- 
cise control over parts of the wealth of the community. 
Wealth is produced ; property is acquired. When such 


acquisition is made under arrangements which are in- 


tended to increase the wealth of the community, it may 
be called legitimate. If made under other methods, as 
in gambling or robbery, it is to be called illegitimate. 

Capita/, in the ordinary sense of the term is property 
hazarded with a view to the acquisition of more prop- 
erty. When the transaction is a legitimate one, this 
hazard is known as an zavestment. This is the sense in 
which the term capital is used by economists down to 
Adam Smith, by Marx and Lassalle (except that they 
do not admit the /egztimate character of the transac- 
tions), by Henry Dunning McLeod, and to which in the 
most recent times economists like Clark have virtually 
returned. 

But there is another sense in which the word capital 
is used by the general body of economists from Ricardo 
to Mill and Walker. In this sense it means wealth 
which is needed, devoted or used for the production of 
more wealth for the community—the wealth which is 
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consumed productively, or what Clark calls capital goods. 
We shall call this the socza/ sense of the word capital as 
distinct from the former or individual sense. 

It is a familiar contention that capital in the individ- 
ual sense is necessary to the maintenance and utilization 
of capital in the social sense; in plain language, that 
you must give a man control over the money he has 
saved in order to accumulate productive resources in the 
nation. This proposition, which is the cardinal point 
in the criticism of socialistic theories, I shall not discuss 
by itself. I wish to point out how the use of sociologi- 
cal methods of inquiry has enabled us to connect the 
discussion of this proposition with the study of the Mal- 
thusian theory; and how the combination of the two 
things enables us to present the essential truth which 
underlies them both, in a more guarded but, at the same 


time, a more convincing and useful form than is com- 


monly given. 

It is admitted by all parties to the discussion that the 
accumulation and use of capital in its social sense is 
necessary to all progress. In the beginnings of civiliza- 
tion such accumulation is rendered impossible if the 
numbers of children become too large in proportion to 
the rest of the community. A birth-rate of from 50 to 
60 per 1000 involves a proportion of young children 
which forms a source of weakness in peace as well as in 
war. ‘Those ethical qualities which raise man above the 
level of the brutes, so far as they are present in savage 
tribes, intensify this danger by involving the energies of 
the strong man in the support of the weak, and sacri- 
ficing the natural selection of individuals to the collec- 
tive needs of an unprogressive community. The orga- 
nization which checked the operation of the individual 
struggle for existence was bound to prove worse than 
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useless unless it opened a possibility for improving the 
conditions of the collective struggle for existence. As 
long as the children of the weak ate all the substance of 
the strong, such improvement was manifestly not to be 
expected. 

For this general pressure of population upon subsist- 
ence the most obvious remedy was infanticide. A less 
obvious but better remedy was the system of maternal 
control of population known as the matriarchate. Each 
of these institutions lessened the burden of unproductive 
consumption and made it possible to accumulate capital 
instead of living from hand to mouth. But neither of 
them solved the difficulty. While the limit to consump- 
tion set by means like this creates a possibility of ac- 
cumulation, it by no means suffices to create an actuality. 
Under the most advanced forms of the matriarchate we 
do indeed find a considerable body of capital produced 
and controlled, it is significant to note, by women; the 
men on these terms using their collective energies either 
in hunting, or in the defense of the tribe from foreign 
enemies. But such accumulations of capital are in the 
nature of things insecure, being dependent on the main- 
tenance of a military order far enough developed to 
render the tribe secure against outside enemies and yet 
not so far developed as to create great inequalities of 
fighting power within the tribe itself. 

It is an open question how far the maternal family is 
to be regarded as a universal institution through which 
all races have passed in their progress toward higher civ- 
ilization. It is also a question by what means the change 
was wrought through which the maternal family gave 
place to the military or patriarchal one. But however 
the change was brought about, we find the military family 
associated with a slightly higher form of civilization, and 
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proving its superior permanence and efficiency as an in- 


stitution in cases of actual conflict. At first sight the 
change in its ethical aspects seems like a step backward. 
Instead of holding a position of relative freedom and 
independence, the women are now subjected to the will 
of one who is little better than a captor. Instead of a 
fair degree of equality in power and possessions, we find 
an almost tyrannical subordination to the will of the 
strongest. Not only vassalage but slavery flourishes 
under this system to a degree hardly known under the 
matriarchate. Yet the military family forms the basis 
of progress in a way that the matriarchate did not. The 
compulsory labor of many men for one gives a chance 
for the origination of forms of capital which would 
otherwise have been impossible. If the man who holds 
this capital is really the strongest, the accumulation can 
continue to grow from century to century. Some part 
of the population is relieved from the pressure of num- 
bers upon subsistence and is able to make permanent 
industrial progress. What was once a universal pressure 
now becomes a localized one—unfairly localized, it is 
true, since those who do the hardest work are nearest 
to the starvation point, while those who have the most 
enjoyment have often done least to deserve it, but never- 
theless a system which has in it great future possibilities 
because it does in fact give rise to social capital. Even 
an unfair system of property, if securely maintained, 
accomplishes more for national wealth than no property 
at all. At its worst, it substitutes what Effertz calls a 
struggle for domination in the place of the earlier and 
more destructive struggle for annihilation. 

These effects are seen in the next stage of develop- 
ment when the rule of the strongest has lasted long 
enough to provide for organized governmental protec- 
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tion of property rights. As the danger of robbery di- 
minishes, the rights of the military chieftain become less 
and those of the laborer greater. The hardships of 
slavery are gradually mitigated, until finally there arises 
a class of laborers who control the results of their work, 
and whose output is so superior in quality and in quan- 
tity as to render the continued competition of slave labor 
all but impossible. 

Stimulus is now given not only to the appropriation 
of wealth but to its production. Where property is 
largely based on labor the pursuit of property be- 
comes in the best sense a legitimate one. More and 
more men have the chance, by the exercise of industry, 
to avoid the imminence of the pressure of population 
upon subsistence, and by so doing to add alike to their 
own property and to the capital of the nation. Hand in 
hand with this process, there is a tendency to give each 
man the chance for a family life of his own; to super- 
sede polygamy, where a few men monopolize all the 
wives as well as all the property rights, and to develop 
a monogamic system under which every citizen can 
transmit to his children whatever rights and advantages 
he has acquired. 

The next stage of development is reached when the 
possession of property gives a man not merely enjoyment 
but power in the control of industry—in other words, 
when capital in its individual sense becomes a directing 
force in the progress of the nation. Instead of simply 
enjoying his share of the product of the community, as 
he did some hundreds of years ago, the property owner is 
now invited to speculate—to invest his capital in the 
ways he thinks best, and take his chances of success or 
failure. If he has shown foresight in so doing, he reaps 
a rich reward for his services in rendering a new process 








90 American Economic Association. 562 


or locality available for supplying the wants of the com- 
munity. If he has been over sanguine, he loses his own 
capital and that of those who have trusted him, and be- 
comes once more dependent on his labor. Under this 
system we have not simply a selection of the strong and 
elimination of the weak, as under the patriarchal system ; 
not simply a selection of the industrious and elimination 
of the lazy, as under the later medizeval system; buta 
selection of the prudent and intellectual and an elimina- 
tion of the reckless or emotional. The prudent man or 
woman who works hard, invests wisely, and does not 
marry till assured of the ability to support a family, in- 
sures himself and his children against the danger of 
pressure of population upon subsistence. He lessens his 
contribution to the national birth-rate, and still more 
conspicuously lessens his contribution to the national 
death-rate. And as more of his children survive, in spite 
of their smaller numbers, there is a cumulative effect 
from generation to generation, by which the nation as a 
whole grows more prudent and its morality more intel- 
lectual. It is in all these ways that the institution of in- 
dividual capital has proved the best means of accumu- 
lating and utilizing the capital of the community. 

This progress has been marked by a lowering of the 
general birth-rate, a still greater lowering of the death- 
rate, and an improvement in the arts which has enabled 
the increased population to live in greater comfort than 
before. But it has left certain parts of the population 
in a state where they are constantly on the verge of 
starvation. Is this to be regarded as a necessary inci- 
dent of progress, or as an unnecessary evil which con- 
stitutes an indictment against the modern industrial 
system? Malthus holds the former view; the socialists 
the latter. 
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The successive points in the Malthusian theory may 
be summed up as follows : 

(1) A low death-rate is a necessity for national pros- 
perity. A high death-rate (say 40 per 1000) means a 
low average duration of life (say 25 years), much dis- 
ease and little industrial efficiency. 

(2) Any excess of birth-rate over death-rate means 
increased population, and, in long established communi- 
ties, increased density of population. As long as this 
increase is accompanied by corresponding improve- 
ments in the arts of producing and utilizing food, it has no 
adverse effect; but when the increase of numbers is 
more rapid than this, it means less food per unit of 
labor, more disease, stoppage of accumulation of capital 
and of the progress which is dependent on such accumu- 
lations. 

(3) The physiological possibilities of the birth-rate 
are so far in excess of any death-rate which is consonant 
with social prosperity, that the improvement in the arts 
of food-supply has not kept pace with this possible ex- 
cess and cannot be expected to do so. This difference 
must therefore be reduced by “preventive” checks to 
lessen the birth-rate. An individual who refuses to 
conform to this necessity has himself to blame for his 
poverty and that of his children, and must expect to see 
their numbers reduced by the positive checks of famine 
and disease. 

The socialistic criticism of Malthus may without un- 
fairness, and with great gain in perspicuity, be analyzed 
into two heads: (1) There is almost never, in civilized 
society, a present or immediate pressure of population 
upon subsistence. There is always food enough to go 
around, if it were only better distributed. (2) If sucha 
distribution were made, there is no likehood of a future 
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pressure of population upon subsistence because in- 


creased comfort is accompanied by a lower birth-rate 
instead of a higher one. 

The last point is erroneous. It is true that as society 
exists at present, high comfort and low birth-rate are 
commonly associated, because comfort is made to depend 
upon prudence. Let the comfort be made independent 
of the exercise of prudence, as in the operation of the 
English poor-law at the beginning of this century, and 
the birth-rate tends to increase rather than diminish. 
It may not be exactly true, as some Malthusians would 
have us believe, that the low birth-rate is the cause of 
the comfort; but it is much farther from the truth to as- 
sett that the comfort is the cause of the low birth-rate. 
Both are the results of a common cause—the exercise of 
prudence, which gives high comfort and low birth-rate 
to those who are capable of practicing it, while those 
who are incapable of so doing have at once a higher 
birth-rate and lower level of comfort. 

This line of thought enables us to explain satisfactorily 
a phenomenon which has been misunderstood by many 
of the opponents of Malthus, namely, that the fear of 
starvation does not lower the birth-rate so much as the 
fear of losing caste. Itis not that the desire of decencies 
in itself constitutes a greater preventive check to popu- 
lation than the need of subsistence ; but that the need of 
subsistence is felt by all men alike, emotional as well as 
intellectual, while the desire of decencies stamps the man 
or the race that possesses it as having reached the level 
of intellectual morality. Ethical selection can therefore 
operate on the latter as it does not onthe former. The in- 
tellectual man has possibilities of self-restraint which 
the emotional man has not. Give the intellectual man 
the chance to reap the benefit of such self-restraint and 
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you will find reduced birth-rate and increased comfort. 
There are some cases under the existing social order 


where men whoare capable of higher things multiply reck- 


lessly through sheer hopelessness. With men like 
this, a better distribution of the results of labor would 
doubtless operate not only to increase their productive 
efficiency but to contribute to their prudence in marry- 
ing, and thus to diminish the birth-rate. But this result 
would be accomplished by assimilating the condition of 
the hopelessly poor to the normal condition of property 
owners, and would be dependent on the operation of 
those capitalistic motives which the majority of the op- 
ponents of Malthus so severely disapprove. 

The more completely you give the prudent and efficient 
man control of the results of his labor, the more you 
localize the pressure of population upon subsistence, and 
confine the effects of this pressure toa few. Undersuch 
circumstances there is habitually that surplus of food on 
which the anti-Malthusian lays so much stress. But 
give the children of the shiftless the right to eat the 
substance of the efficient and prudent, and you will soon 
lose both the capital and the morality under which that 
capital has been created,—witness the history of the 
English poor-law. The fund of national capital is 
placed at the mercy of the paupers, and the restraints 
which now limit the number of these paupers are taken 
away. Let this process be carried to an extreme, and 
the localized pressure of population upon subsistence, 
now so familiar under the name of poverty, widens more 
and more until we have that general imminence of 
starvation characteristic of savage or half-savage races. 

When the comfort of an individual is made dependent 
upon his foresight and prudence, and when the comfort 
of a group is made dependent on the existence of intel- 
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lectual as distinct from emotional morality, we shall find 
prudent men and prudent races possessing high comfort 
and low birth-rates. The history of civilization is in 
large measure a history of this development of prudence 
and comfort. Possibly some nations are carrying this 
conscious adaptation of means to ends a little too far for 
their own good. The waste of nerve-power connected 
with the exercise of conscious prudence is a real evil, 
and if carried to an extreme may offset the gain attend- 
ant upon the possession and accumulation of capital. 
This is a fair point for socialistic criticism. But with 
the average man, the dangers of this extreme are less 
than those of the other. The evils of thinking too 
much, and trusting Providence too little, seem small in 
comparison with those which arise from trusting Provi- 
dence for everything and not thinking at all. Doubtless 
Malthus made a mistake in giving too much countenance 
to the idea that preventive checks must be conscious. 
But his socialist critics make a greater mistake in hold- 
ing that such checks are au/omatic. The truth would 
seem to be that such checks are for the most part z#s¢z- 
tutzonal. The modern family and the modern law of 
capital have acted as a powerful system of preventive 
checks to population. The apparently automatic and 
often non-conscious operation of these checks must not 
blind us to the historical power which has established 
and perpetuated them. 

To hope—as do the socialistic critics of the Mal- 
thusian theory—that the average character of a people 
will remain unchanged when the institutions under 
which this character has developed are radically modi- 


fied or abolished, is a fatuous delusion. 


Notx. When this paper was already in type, the author received a 
copy of Dr. Frank Fetter’s Versuch einer Bevolkerungslehre which 
has just been published, and in which a number of the conclusions 
here developed are anticipated—particularly those relating to the 
psychological character of the relations between capital and popula- 
tion. 





